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6 ies tee In this number is concluded the series of articles 
Central Bank. embodying ‘‘A Plan fora Central Bank,” by Mau- 

rice L. Muhleman. The first installment appeared 
in the November, 1909, number, and each subsequent number con- 
tained sections thereof. 

The object of the Baxkinc Law Journat in obtaining and publish- 
ing the plan, has been to place before its readers and the public, the 
best information obtainable on the question. Mr. Muhleman has 
been a champion of a central bank for a dozen years; his long expe- 
rience in the United States Sub-treasury in New York, as deputy 
assistant treasurer, and his recognized standing as a student of econ- 
omic subjects, made him one of the best equipped men for this un- 
dertaking. The Boston Evening /ranscript in referring to it says: 
‘*It would not be surprising if it should prove to foreshadow some 
of the important recommendations of the Monetary Commission.” 

While the Bankinc Law Jounrav neither contemplated, nor de- 
sired, anticipating the Monetary Commission, this work was within 
our province and past practice of giving our readers the best views 
of advanced thinkers on the leading banking and financial subjects. 
It has been highly commended by many of the ablest students of 
our monetary affairs, among them Hon. George E. Roberts, formerly 
Director of the Mint, now president of the Commercial National Bank, 
Chicago, who says: ‘It cannot fail to be of great influence in the pres- 
ent formative state of banking opinion.”’ 

We hence feel warranted in commending Mr. Muhleman’s Plan 
to every student of the question, believing that not one will fail to 
find in it valuable material. 

We have in our numbers for 1909 reviewed practically everything 
of moment that has appeared on the subject of monetary reform, 
pursuant to our plan of keeping our readers informed; and in our 
recently published symposium we endeavored to record the progress 
of public opinion on the questions relating thereto now before the 
country. 

This policy of keeping in touch with the progress of the reform 
will be continued in our future numbers, until by means of general 
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discussion and critical analysis of all propositions, a comprehensive 
measure shall have been enacted into law. 


We have read with special interest a paper 


The Clearing-House 
Certificate Pian. by that staunch veteran among our bank 


presidents, Mr. Nash, upon the subject of 
emergency currency, reprinted upon another page of this issue of the 
JournaL. It isa clear and logical presentation of a method to con- 
vert credits into currency, and invites intelligent discussion. The 
same plan has been presented by others in different forms; it varies 
materially from that embodied in the existing Aldrich-Vreeland law, 
although based upon the same principles, viz: that in case of a crisis, 
or menaced crisis there should be ample power to provide additional 
currency, absolutely secure, and certain to be recalled when the ex- 
igencies that required the issue have passed. There are, however, 
distinct points of difference between the plans; the existing law re- 
quires that new associations be formed to avail of the right to issue 
the supplementary currency, whereas the plan of Mr. Nash contem- 
plates using existing clearing-house associations, which are to be rec- 
ognized as such by-law. He proposes, furthermore, to limit the 
right to such associations in central reserve cities, whereas the law 
permits banks anywhere to associate themselves for the purpose. 


Contrastead With /[” general the plan of the Aldrich-Vreeland law 
Alieévich taw. is preferable since it does not localize the power 
and thus seem to discriminate against smaller 
places, or in fact, all places other than the central reserve cities. But 
the law has been practically inoperative because it imposes certain 
restrictions upon the liberty of the banks; when once a bank has be- 
come a member of the association, withdrawal is practically prohibited. 
A further limitation in the law is that of the amount of the currency 
issuable, which is fixed at $500,000,000. Nor do State banks have 
any rights thereunder. Mr. Nash’s plan eliminates these objection- 
able features, and adds a larger measure of security for the notes, in 
that it places behind them the entire credit of all the members of the 
clearing house association. It should not be difficult to frame, out of 
the material presented by the two plans, a measure that would afford 
the business community a sense of safety from the effects of panics, 
by providing the means of prevention. The Aldrich-Vreeland plan 
should not be so discriminative; the Nash plan should be broadened 
outto enable the whole country to benefit from its provisions. 


J « ; . > ; 
hii: Sti on. he We read the paper of Mr. Nash in connection 
Gentral Bank. with his address before the American Academy 
of Political and Social Science in December, 
1907; hence construe it to recommend merely a temporary measure 





EDITORIAL. 203 


to be available until the more comprehensive reform can be elabor- 
ated; for it meets only one of the needs of the country in the line 
of currency correctives; and as he then pointed out: 


‘The magnetic needle does not point more unerringly to the pole, 
than theclearing-house certificate points to a great central bank; and 
dodge this as we may, and as we probably shail, finally we will come 
back to it and hail it as the solution of all our difficulties. * * Give 
us in good faith such a central bank with such management and with 
such functions as theclearing-houses allover the country have to day, 
and you will put us on a par with England and France and Germany, 
with their great benign national banks. To-day we are suffering for 
lack of such a consolidated, salient power. Our energies are scat- 
tered andinharmonious. They ought to be solidified and present an 
unbroken front. The clearing-house and the loan certificate point 
the way with an unmoving finger, and until their persistent and in- 
sistent demand is heeded and crystalized, we shall not have perma- 
nent peace in our business or financial world.” 


Read in the light of his 1907 address, the contribution to the dis- 
cussion made by Mr. Nashshould be carefully studied. The adop- 
tion of his recommendations, either by themselves or, as suggested, 


in modification of the present emergency currency law, will merely 


emphasize the need of a central bank, and will serve to educate the 
public away from the petrified prejudice against such an institution. 
It will help to do what he said was necessary, to ‘‘kill this bugaboo 
and exorcise this ghost’, which the events of a long-bygone genera- 
tion created in the public mind. 


en One of the forthcoming documents of the 
at Geol. series being published by the National Mone- 
tary Commission, is devoted to the study of 
the use of checks in the day-by-day dealings of the people, in the 
place of cash. It is the work of Prof. David Kinley of the Univer- 
sity of Illinois, the leading authority upon the practical side of this 
interesting subject. The data were obtained by asking all the banks 
(National, State, private, savings and trust companies) to report, up- 
on prepared forms, the character of the deposits of retail dealers. 
About one-half of the banks replied to the questions propounded, 
which were sent out by the Comptroller of the Currency. There is 
hence a very fair basis for estimates for the whole country; in the 
two inquiries made in former years the data were not nearly so full 
and comprehensive. The aggregate amount of the transactions re- 
ported upon was in excess of $60,000,000, representing deposits on 
one day, March 16, 1909. This is not the most active period of the 
year, nor of the month, and as the day was Tuesday, it was probably 
not the most active day of the week. Assuming that the sum repre- 
sents about one-half the total, a rough estimate of the country’s re- 
tail trade would be $35,000,000 a year. 
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Some interesting here are very interesting deductions to be 
Results. made from the results worked out by Prof. 
Kinley. Thus, as might have been expected, 
there has been a decided growth in the use of checks and credit in- 
struments, which of course means that less cash is used and required. 
The use of paper was slightly over 73 per cent. and of cash less than 
27 per cent.; in 1896 the use of paper was not quite 674 per cent. 
It is of further interest to learn that of the cash in these deposits less 
than 5 per cent. was in coin, about equally divided between gold and 
silver. Those dealers depositing in National banks showed the 
largest proportion of checks, reaching 74.7 per cent.; and those 
using State banks only 70 per cent. When an analysis is made by 
States, some of the results are surprising and very likely not particu- 
larly useful; for Wyoming reports 83.7 per cent. in checks; but this 
is for only a few banks and for a small total of deposits, and may 
have been an unusual occurrence. Rhode Island returns give only 
56.5 per cent. in check deposits, the lowest reported ratio for all 
banks. New York State’s ratio is 80.6 per cent. being second high- 
est. The Rhode Island ratio is doubtlessly low because wage-earn- 
ers payrolls are still very largely paidincash. Massachusetts, which 
has also a large factory population, reports 77.3 per cent., indicating 
a difference in conditions. 
SS 


a Senator Aldrich surprised the country 
Genesee Waste. the other day by announcing that if con- 

ducted upon business lines, the Nation's 
outlays might be reduced by $300,000,000 annually. Thisisa startling 
admission of waste, due to improper management in Federal ad- 
ministration. In fact there is much ground for questioning the ac- 
curacy of the statement. The aggregate outlays for 1909, including 
the post-office business, summed up about $927,000,000; the assertion 
that over 30 per cent. of this amount could be saved by a change in 
methods, will not be agreed to by those who know, and can hardly 
be demonstrated. It is not to be inferred from our remarks that 
there is not much waste; there is; and a very reasonable change in 
methods would doubtless save us 10 per cent. and possibly 15 per 
cent.; nnd we should unquestionably look after this. Hence even if 
Senator Aldrich, who is not usually given to sensationalism, overesti- 
mates the possible saving, he hasdone us aservice in calling attention 
to the fact that a great deal of waste exists, and to the need for the 
appointment of a commission to deal with the subject. It is to be 
hoped that such a body will be provided for in a manner that will 
assure practical results. 


a There is no reason why the public business 
Necessary. should not be conducted as other business is, 
with the sole exception that a larger number 

of safe-guarding provisions are required, thus adding slightly to the 
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expense. In general it may be said that Congress is, relatively speak- 


ing, our most extravagant governmental institution. Expenditures 
are indulged in, at times so lavish as to arouse the criticism even of its 
own members, as was the case recently when the cost of the commis- 
sion on immigration was under discussion. Congress objects to be- 
ing held down to economy in its own outlays; there is no such limi- 
tation placed upon the Monetary Commission, for example, as is in- 
sisted upon when expenses of executive officers are provided for. 
The very large outlays of the Post-office Department could be ma- 
terially reduced were it not for obstacles to business economy created 
by Congress. Our federal budget has been increasing enormously 
because we have had no system, and few men in public life with the 
courage to point out the waste without fear as to whom it may hit. 
t is high time that we call a halt and introduce a business system of 
management. 
Our Trade Balance B€aring upon this question, partly because 
and Revenue. of our sources of revenue, the state of trade 
and consumption becomes interesting. The 
foreign trade returns for January show an enormous increase in im- 
ports of foreign commodities; in that month there was brought in 
over $30,000,000 more than in the same month in 1909: and for the 
seven months ending with January the increase was over $193,000,000. 
This will have a very unwelcome effect upon our trade balance; for 
the exports increased only about $52,500,000 in the same seven-month 
period; our balance is fully $140,000,000 less than a year ago, which 
means that Europe has a call upon our gold. This increased impor- 
tation has given us a substantial increase in customs revenue, so that 
despite a falling off of the internal revenue, we have been able to 
diminish our deficit in receipts from about $71,000,000 last year, to 
about $24,000,000 this year. But in the nature of things this growth 
of imports will not continue; the consuming power of the country is 
not increasing at such a ratio as the imports indicate; the Nation is 
on the eve of a retrenchment in private expenditure also, and the 
revenues will soon begin to reflect that condition. A further reason 
why the outlays should be more critically looked after. 


Real Estate Loans Wé€ feel it incumbent upon us to direct atten- 
by National Banks. tion to a subject, of vital interest to banks, 

discussed in the Quarterly Journal of Econ- 
omics for February, 1910, by Prof.O. M. W. Sprague. Having made 
up his mind that the establishment of a central bank is out of the 
question, he, properly, applied himself to the consideration of the na- 
tional banking system, to suggest improvements therein. His stud- 
ies have not been directed to the currency-issuing features of the law, 





206 THE BANKING LAW JOURNAL. 


but more especially to certain other functions. His first proposal is 
to provide for a savings department in national banks, particularly 
where no other facilities for savings deposits exist; this is of course 
not new; but the argument in favor of the plan which he submits 
is in some respects novel. It is demonstrated that in many sections 
banks have now not sufficient demands for loans of the character 
prescribed by the National Bank Act; that they should hence be per- 
mitted to make loans upon real estate security. But only deposits 
not payable on demand should be available for this purpose. Since 
many national banks already take savings deposits (some $400,000,000 
in all) the legalization of the practice-would probably be acceptable, 
and Prof. Sprague’s suggestion is logical. 
Guat. ameetee One result of such a policy would, as he.points 
to be itittned. out, be most desirable. The volume of mon- 
ey that now finds its way from interior banks 
to the centers, and particularly to New York, because of non-em- 
ployment at home, would be materially less; this is greatly to be 
desired, since there is no question that the congestion in the chief 
money center produces most vicious consequences. When national 
banks go into the business of accepting savings deposits, their means 
willin general exceed the local demands for commercial loans; hence 
the congestion in the centers. If there were local outlets for such 
means the congestion would disappear. It is, of course, essential 


that, if national banks be given this latitude, the restrictions imposed 
shall be enforced without leniency. There should be no laxity in 
this particular, since it would inevitably lead the way to disaster. 
Indeed most of our local bank troubles have been due to a lax en- 
forcement of the laws regulating the business. 


The Cambridge Mass.) Vitness, respecting the last-mentioned 
Siecidtienet. assertion, the spectacle of the Cambridge 

(Mass.) City National Bank failure. We 

venture to assert, without fear of successful contradiction, that had 
the laws been observed in that case the failure would not have oc- 
curred. To the country at large it is an insignificant matter, so far 
as mere dollars go; but the circumstance that a bookkeeper can un- 
der the system prevailing, ‘‘loot’’ a hank, as this one was, points to 
a very serious condition. Not only were the officers and directors 
fooled by this $12 a week bookkeeper, but the Government's repre- 
sentatives were equally deceived. All of them appear to have taken 
things for granted, with the result that a sum not less than $140,000 
was diverted out of a total of resources not much more than twice 
thatsum. The incident gives emphasis to what we have heretofore 
said, respecting the great need for just such a policy of supervision 
as the Comptroller of the Currency has established, not merely over 
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1is examiners, but over the directors as well. Not one dollar of loss 
to depositors should result in this case; the directors and sharehold- 
ers should be held strictly to the provisions of the law protecting de- 


positors. 


BANKING LAW. 


oe ae In the statutes, and even in the decisions of the 
Private Bankers. Courts, the terms “‘license” and ‘‘tax" are fre- 
quently confused. Strictly speaking, there is 

, distinction between a license granted or required as a condition 
precedent, before a certain business can be carried on, and a tax as- 
sessed on the business in which such license may authorize one to 
engage. The Supreme Court of Appeals of Virginia referred to an 
assessment of $800, on private bankers of a certain class in the city 
of Richmond, Va., as a ‘‘license tax,”’ and held the same valid over 
the objections raised to it upon constitutional and other grounds. 
(See Bradley v. City of Richmond, page 236, this issue.) It was not 
double taxation, it was held, to impose a license tax on a business and 
at the same time to tax the Capital used by the ad valorem system. 
Nor was the tax unconstitutional because not equal and uniform in its 
application, for although the bankers were divided into different 
classes for the purpose of taxation, it has long been held that such 
taxes are not lacking in equality or uniformity if the classification is 
reasonable and all in the same class or treated alike. And the ordi- 
ance was also held not to violate the provisions of the state and fed- 


eral Constitution guaranteeing due process of law, for any party 


considering himself aggrieved was given the right to appeal from the 
action of the committee making the classification. 


Ss 


Ranks tpentty Conversion by a bank has a sinister sound, and 
to Depositor. yet a bank may be chargeable in conversion,and 
be no more guilty of intentional wrong-doing 

than in acase where the liability was based on negligence or breach 
of contract. For, while an action based on conversion implies a 
wrongful appropriation, it does not necessarily imply a wrongful in- 
tent. Indetermining whether or not there has been a conversion 
the intent with which the defendant acted is, as a general rule, 
immaterial. And there may be a conversion though no advantage 
accrue to the defendant by reason of the wrongful act, since the gist 
of the wrong is the injury resulting to the owner of the property and 
not the benefit accruing to the defendant. Practically speaking it 
makes. little difference to a bank, held liable in damages to a deposi- 
tor, whether the liability rests in conversion, contract or some other 
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classification of legal rights. The bank should so conduct its busi- 
ness as not to overstep the limitations of the law in any direction. In 
the recent case of Deri v. Union Bank of Brooklyn, decided by the 
New York Supreme Court, Appellate Term, and printed on page 231 
of this issue, the defendant bank, quite innocently involved itself in 
liability to a depositor, both on the ground of conversion and breach 
of contract, as a result of receiving deposits from the clerk of the 
depositor. The depositor, a firm, had authorized its clerk to indorse 
its checks with certain rubber stamps for the purpose of deposit in 


the firm account. Later it opened a new account, subject to the 
clerk’s check, so that he could obtain money for the necessary run- 


ning expenses of the business during the absence of the members of 
the firm. The clerk indorsed a number of checks, some in accord- 
ance with his authority to indorse, and others according to ideas cf 
his own. These checks, aggregating about two thousand dollars, he 
deposited in the account which was subject to his check, checked the 
proceeds out, and disappeared. The firm brought suit against the 
bank. In that suit the bank was held liable for the total amount of 
the checks; as to those improperly indorsed it was held liable on 
grounds of conversion, and as to those indorsed by the clerk with 
due regard for the authority extended to him, the bank was made 
to respond in damages on the theory of breach of contract. 


eS 


Gasttiienin at Gees. Whether or not certificates of deposit are 

negotiable is a question which has long 
puzzled the courts. In general the negotiability of a certificate of 
deposit depends upon its wording, and, except in Pennsylvania, it 
is uniformly held in the United States that a certificate of deposit 
is in substance and legal effect a promissory note and governed in 
most respects by the same general rules. A certificate of deposit 
bears all the characteristics of a promissory note and is entitled to 
be regarded as a negotiable instrument. Ordinarily it contains an 
unconditional promise to pay a sum certain in money to a specified 
person, or to his order, at a fixed future time. It may contain a 
statement that the deposit is not subject to check, but such a recital 
cannot affect an instrument otherwise negotiable. The question of 
the negotiability of a certificate of deposit came up in Pennsylvania 
recently in a case where it became necessary to determine whether 
or not the indorsee of such an instrument could sue on it in his own 
name (see page 238, this issue). Under the law of Pennsylvania, if 
the certificate were non-negotiable, the action would have tc be 
brought in the name of the payee. This is the old common law rule, 
which still exists in Pennsylvania. The case being before a United 
States Court, and the question being one of general commercial Jaw, 
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the court was not bound by the decisions of the Pennsylvania courts 
upon the negotiability of certificates of deposit. The court accord- 
ingly held the certificate to be negotiable and the plaintiff to be en- 
titled to maintain an action upon itinhisownname. This isa ques- 
tion which could not arise in many jurisdictions for the reason that 
a number of states have statutes which permit assignees to insti- 
tute actions in their own names. Under the codes of some of the 
states actions are authorized, and in some instances required, to be 
brought in the name of the real parties in interest, and the assignee 
of a right is held to be the real party in interest. 


——— = =| 


Denese Ghave The manager of Gimbel Bros., a corporation 
Banking. engaged in running a department store in 
Milwaukee, was convicted recently on a charge 

of having violated the Wisconsin Banking Laws. The violation con- 
sisted in the establishment of a ‘* deposit purchase department,” 
which accepted deposits, not exceeding $500 from any one person, 
issued pass books, paid interest, compounded quarterly, and permit- 
ted depositors to purchase goods from the store against their accounts 
or to draw the money out at anytime. The Supreme Court affirmed 
the conviction (see page 255) holding that Gimbel Bros. had en- 


gaged in the business of banking, without having incorporated un- 
der the banking law, as required by section 2024-78 of the Wisconsin 
statutes. 


Notice to Officer When Mr. Charles W. Morse was vice-president 
a: ii. of the National Bank of North Americain New 
York, Mr. Edward R. Thomas applied to him 

for a loan of $50,000. When the bank subsequently attempted to at- 
tach a certain piece of real estate in Newport, R. I., in an action on 
the note which Thomas gave the bank, it was pleaded that the title 
to the property was in Mrs. Thomas, and that the bank had notice of 
this fact. While the testimony was conflicting there was enough to 
warrant the jury in finding that the property had been conveyed to 
Mrs. Thomas before the loan was made, although the deed was not 
recorded until after the date of the attachment, and that Mr. Morse 
was aware of this fact. After Mr. Morse had talked the matter over 
with Mr. Thomas, and had been apprised of the condition of the 
title to the Newport property, it appeared that Mr. Thomas in lieu 
of any inducement in the form of security, stated that he ‘‘could get 
certain deposits for the bank, and could help the bank” if the loan 
went through. Mr. Morse thereupon summoned the president of the 
bank, Mr. Curtis, and informed him that the ‘‘details” of the $50,000 
loan had been arranged. The question of law involved was whether 
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the knowledge by Mr. Morse that Mr. Thomas did not own the 
property in Newport could be imputed tothe bank. It was held that 
it could. Ordinarily notice toan officer or agent of a bank, or other 
corporation, while such officer or agent is engaged in the business 
of the corporation, is regarded as notice to the corporation itself, 
provided the notice has reference to some fact pertaining to the 
branch of the business over which the particular officer or agent has 
some control. A verdict was given for the defendant. (See case of 
National Bank of North America v. Thomas on page 250, this issue. ) 


t ao az 
es 


Sittest of Yaniun Mate A bank brought an action against the 
Bearing Words maker of a note (see page 240) which the 
Not Transferable. payee thereof had agreed to hold as col- 
lateral, and which had been negotiated in 
violation of that agreement. No one in the bank noticed the words 
‘*Not transferable,” which were written on the note, at least not un- 
til long after the note had been discounted by the bank. In the 
lower left hand corner of the note was the printed abbreviation 
‘‘No.,”’ followed by a space of about one inch, intended to be occu- 
pied by the number of the note, where the note constituted one of a 
series. To this abbrevation was added the letter ‘‘t’’ and this was 
followed by the word ‘‘transferable.”” The writing was necessarily 
somewhat cramped on account of the limited space. In holding that 
the bank could not recover on the note, the court said: ‘*The taking 
of this note by the bank with these words written upon it comes much 
nearer being carelessness on the part ofits cashier than it was for the 
maker to not see that these words were more plainly written, or 
written in larger letters.”’ 

The rights of the bank ought to be determined by the test of 
honesty and good faith, for the Negotiable Instruments Law provides 
that to constitute notice of a defect in a negotiable instrument, the 
taker must have had actual knowledge of the defect or knowledge of 
such facts as amounted to bad faith. If the cashier had discounted 
the note without looking at it or after giving it a very superficial ex- 
amination, that would undeniably tend to show bad faith. But to 
deny to the bank the right of recovery in this instance is, we think, 
setting a bad precedent. While it may be reasonable to expect banks 
to give the closest scrutiny to all commercial paper coming to them, 
there are other purchasers of negotiable paper, who would notice the 
defect in the instrument described only by the merest chance. ‘‘Not 
transferable” is an unusual recital on a promissory note and any use 
of this or similar clauses, in a manner which tends to make it difficult 
to determine the character of the instrument, should be discoun- 
tenanced. 





A PLAN FOR A CENTRAL BANK. 


(Continued.) 


BY MAURICE L. MUHLEMAN, 


Author of “ Banking Systems of the World,” etc. 


The filth and last of a series of articles which embody the complete plan. 


Sec. 30. That the circulating notes of the Bank 
RreDEMPTION OF shall be redeemable on demand at its head office or 
Notes. at any of its branches, in gold coin of the United 
States; and if the Bank shall fail to so redeem any 
of its notes, the holder thereof shall be entitled to recover, from the 
Bank, interest thereon at the rate of six per cent. per annum from 
the date of the demand to the date of public notice by the Bank that 
it will redeem said notes; provided, however, that, under such regu- 
lations as the Bank may with the approval of the Secretary of the 
Treasury, adopt the requirement to redeem notes in coin at the 
branches of the Bank, may be suspended for a period not to exceed 
six months after the establishment of each branch respectively. 

It is contemplated that the notes of the Bank shall always be re- 
deemable in gold coin at any of its offices; and it is proper that a 
penalty be imposed for a failure to so redeem the notes. It is con- 
ceivable, however, that at the outset the Bank may not be equipped 
at each branch to meet this requirement; hence the proviso that the 
Bank be given a half-year to provide the requisite funds in each case, 
but under regulations approved by the Government. Those regula- 
tions may provide for redemption otherwise than in coin, or may 
require presentation of the notes at other offices for the time being. 

The penalty clause for failure to redeem is similar to that in force 
under the Canadian Bank Act, and was also a feature in the charter 
of the former (second) Bank of the United States. 

The suggestion has been made that the Bank might have the 
power, as has the Bank of France, to use full legal tender silver in 
redemption of its notes; but conditions here are not favorable to 
sucha policy. Itis absolutely requisite that the gold standard be 
maintained in this particular; the notes must call for gold at all times 
without aquestion. The subject of our silver currency is one that must 
be considered independentlyand may safely be relegated tothe future. 

The next subject to be considered is the business of the Bank in 
its relation to other banks; that is to say the rediscounting of paper, 
by means of which the business interests will be supplied with the 
requisite currency. 
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Sec. 31. That any solvent banking institution, 
ADVANCES ON being a shareholder in the Bank, shall be entitled to 
ComMerciAL receive from the Bank its circulating notes by way 
PAPER. of discounts of, and advances upon, commercial 
paper, subject to the provisions of this act and the 
regulations fixed by the board of directors of the Bank; the aggre- 
gate amount of such discounts and advances shall not exceed ten 
times the par value of the shares in the Bank held by such institu- 
tion, which shares are hereby made subject to a paramount lien in 
favor of the Bank to cover any loss that may arise from such dis- 
counts and advances; provided, however, that during the period from 
July 1, to December 31 in each year, such discounts and advances 
may be increased to an aggregate amount which shall in no case ex- 
ceed the paid up capital of the banking institution requesting the 
same, subject to such conditions, requirements and charges as the 
directors, er the executive committee, of the Bank may impose. 


Only banking institutions holding shares in the Bank are to have 
the privilege of rediscounting commercial paper; and the privilege 
is to be limited in ordinary times to about one-half the capital of 
the local institutions desiring advances. As a measure of additional 
security the share interest of the institutions in the Bank is to be 
pledged; this gives the Bank a margin of about 10 per cent. on the 
maximum sum loanable in each case,under ordinary conditions. Such 
a course is preferable to a limitation on the amount that may be 
loaned on the commercial paper to say 90 per cent. of its face assome 
propose; such a limitation would be liable to create complications in 
settlements that it is well to avoid. 

Provision is made for further advances the aggregate of all 
not to exceed the capital of the borrowing institution, during the 
periods of greatest demand; but under special regulations to be adop- 
ted by the authorities of the Bank. This will meet all the demands 
that are likely to arise for proper commercial purposes. 


CHARACTER Sec. 32. That the commercial paper available for 
OF rediscount as in the preceding section provided shall 
CommerciaL _ be duly indorsed by the banking institution tender- 
PAPER, ing the same; shall have not more than ninety days 

to run to maturity; and shall cons'st of either: 

(a) Bills of exchange or promissory notes bearing the name 
of at least one obligor in addition to the indorsement 
aforesaid, secured either by bills of lading for commodities 
in transit, or by receipts of duly supervised warehouses 
or elevators for commodities stored; or 

(b) Bills of exchange or promissory notes unsecured, bearing 
the name of more than one obligor in addition to the in- 
dorsement aforesaid; or 

(c) Promissory notes bearing the name of at least one obligor 
in addition to the indorsement aforesaid, secured by col- 
lateral consisting of approved bonds; provided that the 
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advances upon such paper shall never be in excess of 
eighty per cent. of the average market value of such bonds 
during the six months preceding; but no advances shal] be 
made upon this class of paper unless and until demands 
for advances upon the other classes of commercial paper 
hereinbefore mentioned, shall be satisfied. 

No advances upon commercial paper payable at sight or on de- 
mand shall continue for a period exceeding ninety days; no advances 
shall be made directly or indirectly upon stocks, or upon promissory 
notes secured by stocks, of any kind; and no advances shall be made 
directly or indirectly to a banking institution not a shareholder in 
the Bank. 


The limitations provided for in the foregoing section are self- 
explanatory. They are such as are believed to be desirable to prop- 
erly regulate the business, embodying principles that should be fixed 
in the law andnot left toregulation. Itis contemplated giving com- 
mercial paper created by actual commodity movements a preference 
over the class that is connected with transactions in securities; the 
furnishing of means to facilitate trade in its more specific sense, be- 
ing the principal object of the creation of the Bank. Yet advances 
upon paper protected by securities should not be entirely excluded. 
The manner in which these provisions are to be carried out must be 
left largely to the discretion of the managers of the Bank. 


KINDS OF Sec. 35. That the term ‘‘approved bonds” as 

Bonpbs used in the preceding section shall be held and con- 

AVAILABLE, strued to mean only duly listed and marketable 
bonds of the following classes, and no others, viz: 

(a) Bonds of the United States, or those for the payment of 
which the faith of the United States is pledged, including 
bonds of the District of Columbia; 

(b) Bonds of the several states and of counties, cities, towns 
and districts thereof, which have not been in default in 
the payment of interest for a period of ten years; 

(c) Bonds secured by first mortgage, of corporations, which 
have not been in default in the payment of interest fora 
period of ten years. 


This section also explains itself. The limitation of power to make 
advances on paper based upon securities would be ineffectual if the 
character of the bonds were not clearly set forth and the less de- 
sirable classes of bonds eliminated from consideration. 


Sec. 34. That the commercial paper tendered to 

Discount the Bank at its several branches, shall be passed 
ComMITTEES. upon by a discount committee in each of said 
branches, to consist of the manager and the cashier 

thereof, and a representative chosen by the district organization of 
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the banking district in which the branch is located. It shall be the 
duty of said committee to inform itself specifically as to the condition 
of every banking institution in the district that is a shareholder in 
the Bank, and generally as to the credit of the borrowers from such 
institutions; and each of said banking institutions shall furnish said 
discount committee copies of sworn reports of its liabilities and re- 
sources at least five times in each year, and such additional informa- 
tion bearing upon its solvency as said committee may require, 


It is manifestly necessary that adequate safeguards be provided 
for, in connection with the granting of credits by the Bank. The 
operations will be carried on at the branches, and it is proper that 
the district organizations participate to the extent indicated in the 
preceding section. Certain general principles are laid down in this 
section; the details of further regulation must be left to the man. 
agers of the Bank and the branches; and advice of the several dis 
trict organizations will, as a matter of course, be desirable and avail- 
able; they should co-operate to promote the general purposes in view. 

The system that will develop through the operation of these 
provisions will be a potent factor in strengthening the foundations 
of our entire credit structure, a result recognized generally to be 
not only desirable, but necessary. 


Sec. 35. That the sections of the National Bank 
RESERVES Act relating to reserves be and they are hereby 
or Nation- amended to provide as follows: 

AL Banks. One-fifth of the lawful-money reserves of twenty- 
five per cent. upon deposits, required to be held by 
national banking associations doing business in central reserve cities, 
may consist of balances due such associations by the Bank of the 
United States; two-fifths of the twenty-five per cent. reserves re- 
quired to be held by national banking associations doing business in 
reserve cities, may consist of balances due such associations by na- 
tional banking associations doing business in central reserve cities, 
approved by the Comptroller of the Currency, or of balances due 
such associations by said Bank; two-fifths of the fifteen per cent. re- 
serves required to be held by all other national banking associations 
may consist of balances due such associations from approved associa- 
tions doing business in reserve cities, or of balances due such associ- 
ations by said Bank; provided that after the date of the approval of 
this act no national banking association shall pay interest upon any 
such balances aforesaid, representing reserves of other associations. 
Not more than one-half of the cash reserves held by national bank- 
ing associations shall consist of notes of the Bank of the United 
States; and any national banking association holding national-bank 
notes in its lawful-money reserve shall be subject to a penalty to be 

fixed by the Secretary of the Treasury. 


The readjustment of the reserve provisions of the National Bank 
Act has been a subject of extended discussion, which has brought 
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‘orth numerous suggestions. It is desirable that the cash reserves of 
the local banks be increased, but it is also desirable that such in- 
crease be only a moderate one. It is unquestionably true that there 
has been an undue growth of the tendency on the part of country 
banks to accumulate not only reserves, but other funds as well, in 
the reserve centers. This has caused congestion with vicious conse- 
quences. The payment of interest on these balances has been an in- 
ducement to the country banks and hence it is judicious to prohibit 
the payment of all interest upon the balances that are counted as re- 
serves. Some of the suggestions upon this point go much farther; 
but these give rise to other questions not necessary to discuss in this 
connection. 

It is also desirable to induce banks to maintain reserve balances 
in the Bank of the United States, and since the latter is not to be 
permitted to pay interest on deposits, the provision referred to puts 
itupon an equal footing with other reserve banks in this particular. 

It is deemed judicious to limit the amount of the notes of the 
Bank that may be held in reserves of national banks. There should 
be a reasonable proportion of legal-tender money so held. 

The practice of holding national-bank notes in the reserve cash, 
obtaining in many cases, although forbidden in the Bank Act, should 
be more effectively discouraged, which is to be done by the imposi- 
tion of a penalty by the Secretary of the Treasury. 


The relation of the Bank to the Government is one of the impor- 
tant features of the plan; it is contemplated that the Bank shall, 
through its functions as the Government’s fiscal agent, supersede 
the present sub-treasury organization, and thus remove another ob- 
stacle in the way of a sound currency and financial system. 


Sec. 36. That the Bank shall be, and act as, the 
BaNK TO fiscal agent of the United States, without compen- 
BE FIsCAL sation, and as such shall receive money for their 
AGENT OF account, pay drafts, checks and coupons, redeem 
THE U.S. and exchange notes, certificates, subsidiary and 
minor coin, for, and on behalf and in the place of, 
the Treasurer, and other officers, of the United States, as provided 
by law and regulations of the Treasury; and for the purposes afore- 
said the Bank shall establish a department to be known as the Gov- 
ernment department, in which shall be kept separate accounts of all 
transactions for, or on behalf of, the United States or any officer 
thereof, in such manner as the Secretary of the Treasury shall pre 
scribe. The Bank shall make transfers of moneys for the Treasury 
of the United States, from and toits head office and any branches, 
without charge. 


The foregoing general provision is amplified in the sections fol- 
lowing. The purpose is to have these duties performed without ex- 
pense to the Government; and to have it definitely fixed that the 
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Bank is, in the performance of those functions, the servant of the 
Treasury and subject to its regulations. 


Sec. 37. That within sixty days after the organ- 
TRANSFER ization of the Bank, the Secretary of the Treasury 
or Treas- _ shall cause to be transferred to it from the Treas- 
uRY GENER- ury and the sub treasuries of the United States and 
AL Funps. from national bank depositaries, the net cash bal- 
ance in the General Fund of the Treasury in excess 
of the amount then held for the payment of current liabilities; and 
at the end of six months after the date of such organization, all other 
moneys then held in the Treasury excepting trust funds shall in 
like manner be transferred to the Bank, provided it shall have estab- 
lished branches in all of the cities in which there are sub-treasuries 
of the United States. As soon, in each instance, as the Secretary of 
of the Treasury may deem it expedient, all moneys received by col- 
lectors and other officers of the United States, including all funds 
transferred to disbursing officers, shall be deposited in the Bank or 
its branches, and all payments on behalf of the United States shall 
be made by drafts of the Treasurer of the United States or by checks 
of disbursing officers, upon the Bank orits branches. All provisions 
of existing law authorizing the deposit of public moneys in national- 
bank depositaries are hereby repealed. 


Sec. 38. That as soon after the organization of 
TRANSFER the Bank asthe Secretary of the Treasury may deem 
or Treas- expedient, but within one year after such organiza- 
ury Trusr- tion, said Secretary shall cause to be transferred 
Funps. from the Treasury, the sub-treasuries and other 
offices of the United States, to the Bank, to be held 
separate from all other moneys or funds, all moneys in the said offi- 
ces held as trust funds; that is to say, the gold coin and bullion held 
for gold certificates outstanding, the silver dollars held for silver 
certificates outstanding, the silver dollars held for Treasury notes of 
1890 outstanding, the gold reserve fund held for redemption of Unit- 
ed States notes, and the moneys held for the national bank 5 per 
cent. fund; which funds shall be held in trust subject to use by the 
Treasurer of the United States, solely for the purposes provided by 
law in each case; and after the transfer aforesaid all deposits re- 
quired by law to be made and maintained by national banking asso- 
ciations on account of the five per cent. fund for the redemption of 
their circulating notes, shall be made with the Bank. 


Sec. 39. That within ninety days after the mon- 

Sus-TREAS- eysineachofthesub-treasuries shall have been trans- 
URIES ferred to the Bank, the accounts of the respective 
ABOLISHED. assistant treasurers shail be audited and adjusted, 
and thereupon the offices of assistant treasurers of 

the United States shall be abolished; and all provisions of law re- 
quiring the establishment of sub-treasuries and the appointment of 
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assistant treasurers are hereby repealed; the respective duties and 
functions of said officers, except as otherwise provided for, shall de- 
volve upon the Bank and its branches. The Secretary of the Treas- 
ury is hereby authorized and directed to enter into any agreements 
with the Bank to facilitate the transfers of funds and duties, and the 
assumption of further duties by the Bank, as he may deem advanta- 
geous to the accomplishment of the purposes of this act and to the 
United States, including the sale or rental of premises belonging to 
the United States now used by the sub-treasuries. 


It will be observed that, within certain limitations, the manner in 
which, and time when, the transition from the sub-treasury system to 
the central-bank-depositary system is to be effected, is left largely to 
the Secretary of the Treasury. Noother course is practicable, ow- 
ing tothe great importance of the business. For this reason also, 
there must remain in the Secretary of the Treasury the power to re- 
gulate the details, and provide the safeguards. Experience, and the 
special circumstance as they arise, must be given consideration. It 
is within the range of probabilities that the Bank may take over a 
sub-treasury office, like that in New York, physically; in which case 
the transition would be accomplished without much difficulty. 

When the transfers have all taken place, the United States will be 
in the position of other civilized nations; its revenues will not be locked 
up in sub-treasuries; when there is a surplus in the Treasury there 
will be no contraction of the currency as has so frequently happened. 
The Bank will receive the public moneys and they will be always 
available for use in proper business channels, subject to the 40 per 
cent. reserve that the Bank must hold against these as well as other 
deposits. 

Eventually those trust funds now covering gold certificates, United 
States notes and Treasury notes of 1890, will be eliminated, as the 
currency forms for which the funds are held disappear through the 
redemption provided for in previous sections of the law; only the 
silver certificates will remain as a trust fund liability; and this is 
necessary solely because no practical way to eliminate this form of 
currency from use appears at this time. As stated on a preceding 
page, this problem is one for future consideration. 


Sec. 40. That the Bank shall publish its discount 

ReEPORTS rate at least weekly on such day as the directors 
AND may fix, and whenever the said rate is altered; it 
EXAMINA- shall also publish weekly, on the day fixed as afore- 
TIONS. said, an abridged statement of its liabilities and re- 
sources, separately for each department, in form to 

be approved by the Secretary of the Treasury; at least five times in 
each year, on such dates as the Secretary of the Treasury may fix, 
it shall render and publish a complete report of its condition duly at- 
tested by its officers; and shall annually render to the stockholders, 
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and publish, a comprehensive report of its resources and liabilities 
and its operations, earnings and expenditures. It shall be subject 
to exhaustive examination at any time by direction of the Secretary 
of the Treasury, who shall cause to be made at least one such exami- 
nation annually. It shall at all times be lawful for a joint commit- 
tee of Congress to be appointed by joint resolution to inspect the 
records and operations of the Bank. 


The requirements for reports are such as to pravide for ample 
publicity; if a greater measure of publicity should prove desirable 
this could be obtained by the Secretary of the Treasury. Full power 
to examine the Bank is given the Government; and not merely to 
the executive branch, but to the legislative one as well. Thus the 
supervision of the people over the institution is adequately provided 
for, and may be exercised at will. 


Sec. 41. That out of the net earnings of the busi- 
DivipeNps ness of the Bank, to be determined semi-annually, 


AND the directors shall set apart one-tenth as surplus 
SURPLUS fund and out of the remainder they may declare 
FuND. dividends upon the shares not to exceed four per 


cent. upon the capital stock in any year. Any net 
earnings in excess of such dividends shall also be set apart as sur- 
plus fund until the amount thereof shall equal twenty per cent. of 
the capital; thereafter the said excess shall be divided, one-half there- 
of to be added to the surplus fund aforesaid, and the other half to 
be paid to the United States. 


It has been stated heretofore that the Bank is notinstituted to make 
money for any one; a reasonable investment return on the shares is 


larger returns should be permitted in the case of a 


provided for and no 
public organization like this. Should the earnings be in excess of the 
needs set forth, the excess should go back to the people by being 
paid intothe Treasury of the United States. This provision removes 
one of the incentives to making large profits for shareholders, a 
motive so frequently governing the business judgment of bank offi- 
cers, and on too many occasions leading to losses. A business of the 
character of that which is to be carried on by the Bank, should be 
conducted without special reference to profits. 


Sec. 42. That no director, officer or employe of 


PROHIBI- the Bank shall directly or indirectly participate in 
rlONS AND any syndicate or underwriting, or borrow money 
Penacties. from the Bank or any of its branches; violation of 


this provision shall be punishable by a fine of not 
less than five thousand dollars or by imprisonment for not less than 
five years, or both, for each offense; any director, officer or employe 
who embezzles, abstracts, or willfully misapplies any of the moneys, 
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funds, or credits of the Bank, or who, without authority from the 
directors, issues or puts in circulation any of its notes; or who, with- 
out such authority, issues or puts forth any certificate, draws any or- 
der or bill of exchange, makes any acceptance, assigns any note, 
bond, draft, bill of exchange, mortgage, judgment or decree; or who 
makes any false entry in any book, report, or statement of the Bank, 
with intent, in either case, to injure or defraud the Bank, or any 
other company, body politic or corporate, or any individual person, 
or to deceive any officer of the Bank or any agent appointed to ex- 
amine its affairs; and every person who with like intent aids or abets 
any director, officer or employe in any violation of this section, shall 
be deemed guilty of a misdemeanor, and shall be imprisoned not 
less than five years. 


The penal section here inserted is in large part taken from the 
National Bank Act, and probably covers all the offenses necessary to 
ve covered in this act. 


This concludes the presentation of ‘‘A Plan for a Central Bank,”’ 
yegun in the November number of the Journat. The main purpose 
in view in publishing these articles has been to stimulate discussion 
upon definite nes: the debate upon the general question having 
reached a point where aconcrete plan was called for. 

The chief questions upon which division of opinion has manifested 
itself were that of the organization of the bank and that of its func- 
tions so far as they touch the business of existing banks. Respecting 
the former of these questions it has been shown that the institution 
could readily be organized in a way that would prevent control being 
obtained by special interests; and the latter of the questions has been 
shown to be equally answerable in a manner that removes objections 

It is not contended that the plan is the only practicable one; but 
no other one that has been submitted is as aeuadalied, cover- 
ing all the features that should be considered. It is also conceded 
that discussion of the details will in all probability develop points 
for improvement in the plan; this is in fact one of the reasons for its 
2 preparation; and if it shall bring about such a result, the author will 
be content. 


ORGANIZATION OF NATIONAL BANKS. 


The Comptroller of the Currency to-day issued a statement showing that during 
the month of February, 1910, 56 applications to organize national banks were received. 


Of the applications pending, 31 were approved and four rejected. In the same month 
29 


banks, with total capital of 87,195,000, were authorized to begin business, of 
which number 17, with capital of $445,000, had individual capital of less than 350,000, 
and 12, with capital of 86,750,000 individual capital of $50,000 or over. 

The total number of national banks organized is 9,679, of which 2,600 have dis- 
continued business, leaving in existence 7,079 banks, with authorized capital of 
$8954,001,935, and circulation outstanding, secured by bonds, $679,387,520. The 
total amount of national bank circulation outstanding is 8710,022,868. 
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ll. FORM AND INTERPRETATION (Continued). 
PROVISIONS NOT AFFECTING NEGOTIABILITY. 
1. Provision for sale of collateral 
2. Provision for confession of judgment. 
3. Waiver of law protecting obligor. 
4. Giving holder option to require something to be done 
in lieu of payment of money. 


ier without luggage, it is nevertheless true that no courier can 
travel far without provisions. And there is certain luggagein 
the form of written provisions which a negotiable instrument 
may carry without impairing its negotiability. An instrument which 
contains an order or promise to do some act in addition to the pay- 
ment is not negotiable. But it is provided in the Negotiable Instru- 
ments Law (§ 24o0f the New York Statute) that an instrument other- 
wise negotiable is not affected by a provision which: 
‘*1. Authorizes the sale of collateral securities in case the instru- 
ment be not paid at maturity, 
‘*2. Authorizes a confession of judgment if the instrument be not 
paid at maturity, 
‘*3. Waives the benefit of any lawintended for the advantage or pro- 
tection of the obligor; or 
‘*4. Gives the holder an election to require something to be done 
in lieu of payment of money.” 


\ HILE anegotiable instrument has been aptly defined as a cour- 


1. Provision for Sale of Collatera/.—An instrument, otherwise nego- 
tiable, may contain a provision that certain securities deposited as 
collateral may be sold if the instrument be not paid at maturity, with- 
out affecting its negotiability. The provision is clear and expresses 


For convenience, the New York statute is used as the basis for these articles. 
The section numbers referred to therefore will be the numbers that appear in that 
statute. All questions relative to or suggested by it will be answered by our Legal 
Department. 
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the law as it existed prior to the statute. In Valley National Bank 
of Chambersburg v. Crowell, Pa., 23 Atl. Rep. 1068, a note was held 
to be negotiable though it contained a statement that the maker had 
deposited certain bonds ‘‘as collateral security” and an authorization 
to the holder to sell the bonds upon the non-payment of the note at 
maturity. 

In Biegler v. Merchants’ Loan and Trust Company, 62 Ill. App. 
560, the following provision was held not to render a note non-nego- 
tiable: ‘* This note is secured by a lien upon my interest in certain 
houses,” etc. In Perry v. Bigelow, 128 Mass. 129, the note, after set- 
ting forth that certain securities had been deposited with the payee, 
read as follows: ‘‘I hereby authorize him to sell the same at public 


or private sale or otherwise at his option, on the non-performance of 


this promise, without notice, and authorize him to use, transfer or 
hypothecate the same at his option, he being required, on payment 
of the amount loaned as specified herein, and at any time before said 
collateral security shall have been sold, to surrender the same.” 
This note was held to be negotiable. 

It is different with a note bearing the words ‘* given as collateral 
security with agreement.” Such a note was held to be non-negotia- 
ble in Costelo v. Crowell, 127 Mass. 293, where the court said: ‘‘In 
this Commonwealth it is settled by an uninterrupted series of decis- 
ions, thatany language, put upon any portion of the face of a promis- 
sory note, which has relation to the subject matter of the note, is a 
part of the contract; and that if by such language payment of the 
amount is not necessarily to be made at all events, and of the full 
sum in lawful money, and at a time certain to arrive, and subject to 
no contingency, the note is not negotiable. * * The words written 
upon the face of the note ‘ given as collateral security with agreement,’ 
being incorporated in and made part of the contract, indicate with 
clearness that there may be a contingency, to wit, the performance 
of the undertaking to which this is collateral, in which it would not 
be payable, and so it lacks the element of negotiability which requires 
that at all events a sum certain shall be payable at a time certain.”’ 

The question is liable to arise whether, under the Negotiable In- 
struments Law, a note is negotiable which contains an authorization 
to the holder to sell the collateral before the maturity of the note, 
for instance on non-payment of interest or an installment of principal. 
The statute expressly declares that a note is negotiable though it 
‘*authorizes the sale of collateral securities in the case the instrument 
be not paid a¢ maturity.” And according to the strict principles of 
statutory construction a note, which provided that securities might 
be sold prior to maturity, would necessarily be held to be non-negoti- 
able, although the distinction could hardly claim a foundation in log- 
ic or reason. This question has arisen under the next subdivision of 
section 24 and will be referred to. 
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2. Provision for Confession of Judgmen’.—An instrument may be 
negotiable, though it ‘‘ authorizes a confession of judgment if the in- 
strument be not paid at maturity.” Such a clause was held not to 
affect the negotiability of a note long before the adoption of the Ne- 
gotiable Instruments Law. Mumford v. Tolman, 157 Ill. 258. In 
one of the earliest cases, Overton v. Tyler, Pa., 3 Barr 346, a different 
conclusion was reached. The note contained an authority to confess 
judgment at any time, whether the note was dueor not. In holding 
the instrument to be non-negotiable the Court said: ‘‘ The negotia- 
bility of the note, if it had any, as well as its separate existence, was 
instantly liable to be merged ina judgment, and its circulation arrest- 
ed by the debt being attached, as an incumbrance to the maker’s land; 
and it was actually merged when it had nearly three months to run. 
Now it is hard to conceive how the commercial properties ofa bill or 
note can be extinguished before it has come to maturity. That is 
not all. A warrant to confess judgment, not being a mercantile in- 
strument, or a legitimate part of one, but a thing collateral, would 
not pass by indorsement or delivery to a subsequent holder; and a 
curious question would be whether it would survive as an accessory 
separated from its principal, in the hands of the payee, for the bene- 
fit of his transferee. I am unable to see how it could authorize him 
to enter up judgment, for the use of another, on a note with which 
he had parted. * * The appearance of the paper with such unusual 
Stipulations incorporated with it would be apt to startle commercial 
men as to their effect on the contract of indorsement, and make them 
reluctant to touch it.”” The question came up again in Pennsylvania 
in the case of Milton National Bank v. Beaver, 25 Pa. Super. Ct. 494, 
this time under the Negotiable Instruments Law. The note in ques- 
tion had been raised from $9 to $89 and the rights of the parties de- 
pended upon the negotiability of the note. If negotiable, the note 
was so negligently drawn that it could be altered without creating 
the least suspicion of fraud in the mind of a purchaser. If non- 
negotiable the evidence of the fraud perpetrated on the maker by 


the payee was so clear and convincing as to preclude a recovery of 


the money. This note also provided for a confession of judgment 
prior to maturity. ‘‘It is quite clear to me,” said the court, ‘‘that the 
authorization of the entry of judgment ‘as of any term’ contained in 
the note destroyed its negotiability. Thestatute expressly limits the 
confession of judgment upon its non-payment at maturity. Here the 
judgment could have been entered the day the note was signed and 
its commercial properties destroyed at once, although it was not pay- 
able until three months after its date.” 

The statute was givena similar construction in Wisconsin Yearly 
Meeting of Freewill Baptists v. Babler, Wis., 91 N. W. Rep. 678. 
There a note, payable five years after date, contained a power of at- 
torney which authorized a confession of judgment at any time 
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whether the note was due or not. To tell what the court held in its 
own words: ‘‘It was quite certain that the note was not negotiable 
because, by the power of attorney which it contained, judgment could 
be entered upon it at any time after its date, whether due or not. 
Thus the time of payment depends upon the whim or caprice of the 
holder, and is absolutely uncertain. * * Chap. 356 of the laws of 1899 
provides that the negotiable character of an instrument is not affected 
by a provision authorizing a confession of judment if the instrument 
is not paid at maturity. Upon familiar principles of statutory con- 
struction this provision makes a note like the present non-negotiable.” 
That is, the statute, by specifically mentioning instruments which 
authorize a confession of judgment upon default at maturity, im- 
pliedly excludes instruments which provide for a confession of judg- 
ment prior to maturity. 

3. Waiver of Law for Protection of Obligor.—The provision in 
the statute that an instrument might waive ‘*‘ the benefit of any law 
intended for the advantage or protection of the obligor,”’ was in- 
tended to cover the practice existing in some states of inserting in 
promissory notes a waiver of the benefits of homestead and exemp- 
tion laws. The early decisions held that such stipulations did not 
affect the negotiability of instruments otherwise negotiable. As 
was said in Zimmerman v. Anderson, 67 Pa. St. 421, where the ne 


gotiability of a note was attacked because it waived ‘‘all valuation, 


appraisement, stay and exemption laws”: ‘‘Instead of clogging its 
negotiability it adds to it and gives added value to the note.”’ 

4. Giving Holder Election to Require Something to be done in Licu 
of Payment of Monev—The fourth subdivision of the section declares 
notes negotiable which give the holder the option of demanding 
payment in money or requiring some act to be done in lieu of the 
payment of money. In 1845 it was decided in Owen v. Barnum, 7% 
Ill. 461, that a note containing the following clause was negotiable: 
‘* The payee is to take all the flour he may want for family use and 
such other articles as he may need previous to the day of payment.” 
‘The note,” said the court, ‘‘is a positive undertaking on the part 
of the makers to pay the sum of money therein mentioned at its ma- 
turity, and the legal import of the memorandum at the bottom is 
that the payee may, if he chooses, take what flour and other articles 
he may need for the use of his family previous to the day of pay- 
ment. It is a condition inserted for his benefit. There is no duty 
or obligation imposed upon the makers to pay in this manner, unless 
the payee, in his judgment, should need the property. The defend- 
ant below could not have tendered the same and thereby, against the 
wish of the plaintiff below, have discharged the note.” 

A common illustration of the class of cases covered by this provi- 
sion of the statute is found in Hodges v. Shuler, 22 N. Y. 114. The 
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action was upon a note, issued by a railroad company, promising 
to pay the holder $1,000 and interest four years after date, with a 
provision that upon surrender of the note at any time until six 
months before maturity the company would issue to the holder ten 
shares of its capital stock. The question was whether the defendants 
could be held as indorsers, and it was insisted that they could not 
for the reason that the instrument was not in effect a negotiable 
promissory note. 

In passing on the question of negotiability the court said: ‘‘The 
instrument on which the action was brought has all the essential 
qualities of a negotiable promissory note. Itisfor the unconditional 
payment of a certain sum of money, ata specified time, to the payee’s 
order. It is not an agreement in the alternative, to pay money or 
railroad stock. It was not optional with the makers to pay in money 
or stock, and thus fulfill their promise in either of two specified ways; 
in such case the promise would have been in the alternative. The 
possibility seems to have been contemplated that the owner of 
the note might, before its maturity, surrender it in exchange for 
stocks, thus canceling it and its money promise; but that promise 
was nevertheless absolute and unconditional, and was as lasting as 
the note itself. In no event could the holder require money and 
stock. It was only upon a surrender of the note that he was to re- 
ceive stock; and the money payment did not mature until six months 
after the holder's right to exchange the note for stock had expired. 
We are of the opinion that the instrument wants none of the essential 
requisites of a negotiable promissory note.” 

A somewhat similar case was that of Dinsmore v. Duncan, 57 N.Y. 
573, where it was held that the negotiability of a United States treas- 
ury note is not affected by a clause giving the holder the option, 
upon maturity, toconvert it into bonds, so long as the option is not 
exercised. The following is quoted from the opinion: ‘‘No case was 
cited, nor is it believed can any be found, in which, where the note 
is payable absolutely, as far as the debtor isconcerned, and the credi- 
tor has an option to convert the obligation of the debtor into another 
and different one, it is held to be not negotiable, so long as the credi- 
tor has not exercised his option.” 


nell 


FEBRUARY CLEARINGS. 


R. G. Dun & Co., in their review of February bank clearings, say: ‘+ The volume 
of payments through the banks continue very heavy, though there is evidence of a 
slight check from the large totals of the three preceding months. Total exchanges 
for the month amount to $13,033,245,589, a gain of 16.5 per cent. over last year and 
4.5 per cent. over the corresponding month of 1906. Outside of New York city 
there are still a few small losses, but they are not especially significant and are most- 
ly due to local causes. The marked improvement is in the south Atlantic states and 
at the West. At New York the increase compared with last year is very impressive.” 





CREDIT AND CURRENCY FOR AN EMERGENCY. 


By William A. Nash, President of the Corn Exchange Bank of New York. 


7TAHE Secretary of the Treasury recently in a speech at the Banker's 

dinner gave a notable indication as to the probabilities of an 

early report of the Currency Commission. It certainly was 

not to be expected before the Elections next fall when a new 
House of Representatives was to be chosen, and it might even after 
that be delayed. Indeed, indefiniteness was the prevailing tone of 
his statement tothe very intelligent audience there assembled to which 
a later speaker applied the term provincial. If by the term provin- 
cial President Wilson of Princeton University designed to convey his 
sense of the deficiency of men and experience to meet the overwhelm- 
ing crowd of new conditions continually arising, he described not 
merely the New York Bankers but business men all over the country. 
The activities of a people of ninety millions has demanded experience, 
adequacy and numbers which have with difficulty kept pace with the 
problems presented. 


If the Monetary Commission has felt this inability to cope with 
the banking and currency problems and one reason for their delay 


and postponement lies in their honest feeling of inadequacy it is 
much to their credit. There is a general conviction that the work 
would have been much helped if Congress had included some bank- 
ers in the Commission. To remedy this ommission the Commission 
have invited experienced financiers to assist them in their labors. 

If the delay in making the report is not political, and does not 
arise from a sense of failure to cope with the subject (though this is 
strongly suspected) it may be possible that the Commission has per- 
ceived a process of evolution in the matter of currency reform which 
is gradually reducing the necessity of recommendations to a mini- 
mum. In brief it seemsto many intelligent bankers that since 1907 
a very wide and thorough banking reform has been in progress and 
is still going on ina deliberate and careful manner. 

The first move to mend matters after the upheaval of 1907 was the 
Commission appointed by Governor Hughes to repair the banking 
system of the State of New York. It was here in this State that the 
most glaring defects in banking came to light and were a potent 
cause of the panic. The deficiencies in the Cash Reserve of the 
Trust Companies was the prime cause of a great deal of the trouble 
in that fateful year. The Commission set to work to correct the 
evils that had been discovered. It may well be doubted whether a 
public and volunteer body ever did its work so promptly, so wisely 
and so successfully. The Legislature adopted almost without change 
the recommendations that they made. Those recommendations 
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have not been subject to any or perhaps only the slightest amend- 
ment since their adoption. While the question of Trust Company 
reserve and management may yet be a mooted question in the minds 
of the practical banker, enough was done to institute a most valuable 
reform, a reform that it may be well to say leaves very little to be 
desired. 

In a like manner without special legislation of any great volume 
the National system has been brought up to a fine state of efficiency 
under the present Comptroller of the Currency, Mr. Murray. Any 
one who heard the lucid and eloquent exposition of his work given 
na speech lately at a private dinner could not but have been im- 
pressed as to the wisdom of the somewhat drastic and widely criti- 
cised questions to directors, which he so admirably proved to have 
had the effect of bringing into line a large number of small National 
Banks, which had become lax and neglectful in their administration. 

Admitting then that very extensive reforms have been made by 
two very notable banking bureaus, those of New York and the United 
States, which actions have been imitated in a large number of other 
states with some wisdom and some foolishness, it has probably oc- 
curred to the Commission as it certainly has tothe intelligent banker 
thatavery great amountof good work has already been done in repair- 
ing the defects of our banking system. And it has probably occurred 
to the Commission and the bankers, that all this useful investigation of 
foreign systems and methods of business, while valuable as statistics 
is not particularly applicable to American Banking. Every banking 
system isan evolution suited tothe people among whom it has sprung 
intoexistence. It fitsthem as dotheir clothes, their houses and their 
food. It isas natural a growth as anything else that happens in a 
particular community. It may well be questioned and perhaps the 
Commission has perceived the fact that American Banking in its di- 
versity and unity,its adaptation to the locality,and its connection with 
the great reserve centers in the cities, is just the kind of system that 
we need, and the one that will be fatal to change and destroy. 

The most glaring deficiency in our banking system is the inability 
to act in emergencies as a harmonious whole, a state of things in- 
separable from the numerous and widely spread organizations. These 
emergencies arise more frequently with us than in older and smaller 
communities which have reached the limits of development. It does 
not seem possible that the United States can fulfill its great mission 
of bringing out the full resources of the land and the people without 
now and then a set back, or crises during which we make new plans 
for resuming the work of development and advancement. It is to 
devise some method of handling these crises that the Monetary 
Commission is expected to make suggestions. 

The outside public have not been idle, and panaceas are being 
offered on all sides. It is wonderful how many peopleare interested 
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in finance and how plentiful are the theories advanced on that sub- 
ject. At this time the Central Bank has the lead and it would seem 
a very good lead so far as unanimity goes. It is an idea borrowed 
from European countries. Asa theory, or an academic remedy it 
seems to be almost without a flaw, but in this country we have to 
combat an experience in the Second Bank of the United States which 
I fear will defeat any legislation aiming to create its counterpart. 
Much as a Central Bank is desirable I fear that the political features 
will be so emphasized as to prevent its enactment. But its work 
should be accomplished and the need of a nucleus around which 
banking will center and revolve must not be sent to the rear, but 
kept in front till it becomes an established fact. 

What we need ina panic, or crisis, is an immediate and sufficient 
device to stay ruinous liquidation, and enable necessary readjust- 
ment to proceed on deliberate lines. 

It may surprise some to know that that has already been accom- 
plished. The Clearing House Loan Certificate is a well established, 
thoroughly understood, and effective agent in a financial convulsion. 
It has been tried in New York in the past fifty years some eight or 
nine times always with success and without the loss of a single dollar 
to the Banks which endorsedthem. For the Clearing House Loan 
Certificate is issued by the Associated Banks on the pledge of collat- 
eral security ample for their redemption with the added guarantee 
of every Bank in the Clearing House. The primal necessity of hav- 
ing good security for these certificates, the confidence that is felt in 
the judgment of the bank officers who are appointed to decide on the 
validity of that security explain the readiness with which in New York 
every Bank in the Clearing House, by a vote of its Directors, unhesi- 
tatingly pledges itselt to the redemption of those certificates in case 
the security should fail, a state of things that has never resulted. 

These Loan Certificates, like the emptying of barrels of oil from a 
storm distressed ship calm the waves around us, even if they do not 
subdue the sea. They give us time to think, and aday’s thought in 
a panicis worth its weight in gold. Credit so timid is immediately 
reassured. The Banks extend help liberally because they know 
where they can get their supplies. One might urge—and here the 
theorist comes in with his apparently unanswerable arguments—that 
the time of redemption will be far off, and will be attended by all 
the perils of contraction. The experienced banker knows that the 
Clearing House Loan Certificates begin to be retired almost as soon 
as they are issued,and the current of redemption sets in very strongly 
after the maximum isreached. Four months is the outside limit of 
the life of a Clearing House Loan Certificate. 

But these are only good for the expansion of credit, and do not 
supply the currency that is withdrawn by the small hoarder as his 
contribution to the panic. The wheels of the retail business world 
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must be kept going, laborers must be paid in money, salaries cannot 
be met except in currency. Hence arose the Western and Southern 
device of splitting up their Clearing House Loan Certificates into 
small ones and supplying thereby the deficiency of currency. This 
was attended with much confusion—if not loss—and the danger of 
counterfeiting was very great. What the people want is a readily 
recognized currency in which they have confidence at all times. The 
New York Banks spent large sums of money to bring gold from 
urope to meet current wants as to currency. They paid for the 
gold by bills of exchange purchased by the credit they received 
through Clearing House Loan Certificates. 

It seems to me that we have insensibly drifted in the last two 
years into the solution of our monetary troubles. ‘Two reforms, one 
in the National Bank system and one in the great banking Depart- 
ment in the Empire State have already been considerably advanced. 
The third which I submit for consideration is the function of Clear- 
ing House Loan Certificates. They have been found to be the most 
reliable basis of credit in a disturbed time because people under- 
stand their nature and don’t have to be educated into believing in 
them. They also become in a crude way the basis of currency, in 
the West by splitting them up. Inthe East by becoming a basis on 
which we could buy foreign gold. Are these hints not enough? Do 
they not point tothe Clearing House Loan Certificates as the basis 
for currency when currency is needed in an emergency? Can you 
conceive of a security more carefully scrutinized than that which the 
experienced bankers in the great Clearing Houses have gone over? 
I would make these certificates the starting point for currency, 
I would urge their legalization in the great Central Reserve Cities 
and make them the basis of the subsidiary money which we manu- 
factured and bought in 1907. It is true the Central Reserve Cities 
are only three in number, but the number should be increased so 
that every section should have proper representation. 

I would confine the Clearing House Loan Certificates applicable 
to this purpose to these few great centers, which are representative 
of the entire country, and where the banking ability and banking 
capital is strong enough to give assurance of an undisputed security. 
Then, inasmuch as all this is so far practically accomplished, let us 
have a great bureau of United States Currency which will issue notes 
upon these certificates whenever presented by any Central Reserve 
City, upon such conditions as will insure their prompt return and 
redemption whenever their need has ceased to exist. 

The people will recognize immediately the validity of such a cur- 
rency obtained in sucha way. It will be the experiment that is at- 
tended with the least risk. All financial reforms are evolutionary. 
They must emerge gradually from established forms or the public 
gets confused and frightened. The well grounded Clearing House 
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Loan Certificate expanding naturally into a small currency issued 
by the Government is the natural solution of a problem that only be- 
comes preplexing when you apply it to remedies that are theoretical 


and not practical. 

The derangement of the Exchanges of the country in times of 
panic isone of the most serious embarrassments that confronts the 
banker at such times. The out of town Banks are as unable to pay 
their debts to New York, as New York is cramped to make its pay- 
ments of country deposits. Clearing House Loan Certificates have 
not been found valuable for such settlements. They are not rejected 
because of any doubt of the value of such certificates, but because 
they have no circulation outside of banking circles. We have at such 
times enough Clearing House Loan Certificates of our own without 
taking on a load of those of other cities. But a Central Currency is- 
sued by the Government on Clearing House Loan Certificates would 
not only meet the requirements of internal exchanges but prevent 
by the very certainty of issue the fictitious demands that arise at 
such times. 

The question of the retirement of Clearing House Loan Certifi- 
cates has always arisen contemporaneously with their issue. The 
same question will doubtless be asked in reference to any currency 
issued with these certificates as a basis. Experience has shown that 
the rate of interest charged on the certificates which has generally 
been the legal rate has been sufficient to cause their retirement ina 
very brief period of time. Fora while after the original issue, the 
Banks are content to pay the legal rate for money, as borrowers who 
are anxious for assistance at such times are indifferent to rates so 
long as help is extended. But with the subsidence of strained con- 
ditions and the readjustment of exchanges, and the decline in the de- 
mand for money, it is not profitable to keep certificates at such high 
rates and their cancellation proceeds at a rapid pace. The same ef- 
fect would follow with the currency issued on their security and from 
precisely the same reasons, and in the same way. In their nature 
the currency and the certificates are the same and their retirement 
would move together. It will be very clearly appreciated by bank- 
ers that the retirement of currency which has been issued by the 
Government against Loan Certificates cannot proceed on exact lines, 
that is, the identical currency cannot be immediately returned, but 
other money of the Government can be used, and held in trust to meet 
and redeem the special currency, and thus avoid an inflation beyond 
the limits contemplated by the system. 

I have not ventured to take up the always interesting topic of the 
general currency of the country now so largely based on the security 
of United States Bonds. The situation is admittedly artificial and the 
proposal of asset currency has at least the merit of being logical and 
natural. The objections have been largely based on the difficulties 
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attending the proper appraisement of the value of the assets to be 
offered. The personal equation enters largely intothis matter. The 
qualifications of the judges are to be considered and in this respect 
the Clearing House Committees approach more nearly than any other 
agency the ideal of a dispassionate and competent board of judges of 
the value of the security. 

In financial forestry it is deemed wiser to graft old trees than to 
plant new ones. It would seem to be a natural outgrowth of the 
Clearing House system if we found it ultimately the solution of the 
general currency problem which the country is so concerned about 
and which must some day be settled. 

It thus appears to me that our financial salvation is nearer than 
we suspect. It must go almost without saying that I look with dread 
at the day when our existing academic emergency currency laws are 
applied to for relief. People will have to be educated to believe in 
them and there is no time for education in a panic. 

But with the general reorganization of banking matters begun in 
New York, carried on by the National Bank authorities, and with the 
well grounded Loan Certificates familar tothe people, it would seem 
that if Congress will recognize that great asset basis for currency by 
providing United States currency when they are presented by Cen- 
tral Reserve Cities, that the last step of reform will have been taken. 

These views of the adaptability of Clearing House Loan Certifi- 
cates to the purposes of an emergency currency have been shared 
and adopted by a considerable number of bankers who are familiar 
with their efficacy in times of financial distress, and I do not present 
them with any patent of originality but as a contribution to the cur- 
rent of thought on the subject, a contribution made by many persons, 
and which cannot be too often repeated and enforced. 

Whatever happens it is no time to lose faith either in the people 
of the country or our own resources. Certainly it is no time to echo 
the foreign opinions so unfavorable and critical as to American mat- 
ters. This is still a new country, and we are working out our own 
problem with a wonderful degree of acumen and courage inasmuch 
as none can see clearly what the ultimate result will be. But that 
it will tend to higher citizenship, better finance and a more substan- 
tial prosperity, I have no doubt or uncertainty. 


FELONY FOR INSOLVENT NATIONAL BANK TO RECEIVE DEPOSITS. 


The committee on banking and currency, Washington, has reported favorably to 
the House a bill making it a felony for officers or employes of national banks to re- 
ceive money on deposit when the institution is in an insolvent condition. A thorough 
search of the Federal statutes failed to disclose a law making it a prison offence to so 


receive deposits. 
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This Department embraces all the newly decided cases of importance to 
yankers. bank counsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant, 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 







CONVERSION. 


Liability of bank receiving checks for deposit. 


Deri et al v. Union Bank of Brooklyn, New York Supreme Court, Appellate Term, Jan. 14, 1910. 120 N. 
Y. Supp. 813. 


Robert Wilhelm was a clerk in the employ of the plaintiffs composing the firm 
of Moritz, Kalmus & Neffen. For convenience the firm opened an account in the 
defendant bank, subject to Wilhelm’s check. The firm’s account was carried in the 
same bank. In making deposits Wilhelm was authorized to use two rubber stamps 
one reading ‘‘ Pay to the order of M. Bank,” and the other bearing the firm’s name. 
He had no authority to sign the firm’s name by pen, or to sign his individual name 
to any firm check, or to indorse checks in any other manner than as above stated. 
Wilhelm deposited 13 checks aggregating $2,000 in his account, checked most of 
it out and disappeared. Some of the checks were indorsed ‘‘ Pay to the order of the 
Mechanics’ & Traders’ Bank, Moritz, Kalmus & Neffen. Pay to the order of Me- 
chanics’ and Traders’ Bank. Robert Wilhelm.’’ With the exception of the words 
‘*Robert Wilhelm” the indorsement was made by means of rubber stamps. As to 
these checks it was held that the bank got good title and was not liable to the plain- 
tiff firm in an action for conversion. The bank, however, was liable under an implied 
contract with its depositor. Other checks were indorsed ‘‘ Moritz, Kalmus, & Nef- 
fen. Pay to the order of Mechanics’ & Traders’ Bank, Robert Wilhelm, the firm 
and individual signatures being in writing. One check was indorsed in rubber 
stamp ‘‘ Pay to the order” etc. and in writing ‘‘ Robert Wilhelm.” These indorse- 
ments not being in authorized forms, the bank was liable to the plaintiff for the 
conversion of the checks. 


Consolidated actions by Herman Deri and another, composing 
the firm of Moritz, Kalmus & Neffen, against the Union Bank of 
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Brooklyn. From five judgments for plaintiff, defendant appeals. 
Modified and affirmed. 


Gorr, J. Five appeals from as many judgments entered in the 
Municipal Court for the conversion of checks. The five actions were 
tried as one, under a stipulation by which it was also agreed that the 
oral testimony given might apply to all. 

Plaintiffs are importers of and dealers in certain small articles, 
having their main office in Vienna, with a branch in New York City. 
In December, 1906, they opened an account in defendant’s bank, then 
known as the Mechanics’ & Traders’ Bank. Plaintiff Klemperer re- 
mained in charge of the Vienna office; his partner, Deri, looking 
after the New York branch, but spending most of his time in Vienna. 
While absent from New York, the firm’s office there was in charge of 
a clerk, Wilhelm, whose duties were to attend to sales and keep the 
books and deposit checks received from customers to the firm ac- 
count. It was his practice, and he was authorized, in making such 
deposits, to indorse them by means of two rubber stamps; the im- 
print of one reading, ‘‘Pay to the order of Mechanics’ & Traders’ 
Bank,” and that of the other, ‘‘Moritz, Kalmus & Neffen.” He had 
no authority to sign the firm’s name by pen, or tosign his individual 
name to any firm check, or to indorse checks in any other manner 
than as above stated. 

In June, 1907, plaintiff Deri, being about toleave for Vienna, and 
wishing to arrange for payment of small expenses of the business 
through Wilhelm, opened an account for him in defendant’s bank, 
subject to Wilhelm’s check, and deposited, for that purpose, the sum 
of $200, at the same time explaining his purpose to the officers of the 
bank, and saying that he would send small checks to Wilhelm to keep 
the account upto about the figure at which it was opened. From 
this time, until about December 3, 1907, when Deri returned from 
Europe, Wilhelm made reports to the firm of his receipts’: and dis- 
bursements. Wilhelm left his employment soon after Deri’s return, 
and has not since been heard from. It was then found that his re- 
ports were not accurate. It was also found that the bank had re- 
ceived 13 checks drawn to the firm’s order, and now claimed to have 
been converted, and had placed them to Wilhelm’s account. Nine 
are indorsed: ‘‘Pay to the order of Mechanics’ & Traders’ Bank. 
Moritz, Kalmus & Neffen. Pay to order of Mechanics’ & Traders’ Bank. 
Robert Wilhelm.”” Three are indorsed: ‘‘Moritz, Kalmus & Neffen. 
Pay to the order of the Mechanics’ & Traders’ Bank. Robert Wil- 
helm.” And one: ‘Pay to the order of the Mechanics’ & Traders’ 
Bank. Robert Wilhelm.” Some of these indorsements were partly 
made by the rubber stamps, or one of them, and some were entirely 
indorsed by pen; but the name ‘‘Robert Wilhelm” was written on 
each check. The aggregate of these checks was about $2,000. 
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The bank received them so indorsed, and credited them, as shown 
by statements received in evidence, not to the firm account, but to 
that of Wilhelm, collected the proceeds, and, as appears by the bank 
statements in the record, paid out the proceeds, except for a trifling 
amount, on Wilhelm’s order. None of the proceeds were received 
by plaintiffs, except that some part of the entire account, in an 
amount which is not shown, was used in payment of firm expenses. 
It does not appear that such amount was in excess of $200, which 
was kept on deposit in Wilhelm’s name, in addition to the amount of 
the checks converted. Judgment has been entered against the bank 
for the full amount of these checks, with interest from the time of 
deposit, and costs in five actions. In crediting these deposits to 
Wilhelm’s account, there can be no question but that the bank was 
inerror. The question to be considered is the nature of that error, 
and whether it was a wrongful conversion of plaintiffs’ property, or 
merely created a relation between the parties of debtor and creditor. 

An analysis of the relations of the parties to this action may be 
begun by considering, first, the checks indorsed: ‘*Pay to the order 
of the Mechanics’ & Traders’ Bank. Moritz, Kalmus & Neffen. Pay 
to the order of the Mechanics’ & Traders’ Bank. Robert Wiihelm” 
—the indorsement having been made, except the name of Wilhelm, 
by rubber stamps. If the name ‘'Robert Wilhelm” had not appeared, 
that indorsement, by Wilhelm, would have been in an authorized 
form; and we will assume, for the present, that it did not appear. 
Making that assumption, Wilhelm had authority, and it was his duty, 
to deposit these checks, and that the bank had authority to receive 
them and to collect the proceeds. Upon receipt, title to the checks 
vested in the bank, as well as title to the proceeds. Thereafter the 
relation of the parties was that of debtor and creditor. It is imma- 
terial whether or not some employe of the bank made an entry on its 
books placing them tothe credit of the plaintiffs. The relation came 
into existence at the moment of deposit, justas it would have done 
had these deposits been made by plaintiffs in cash. The checks and 
their proceeds, being upon deposit, the property of the bank might 
lawfully be credited by the bank to any person it saw fit, without 
altering its relations with the depositor. Matter of Franklin Bank, 
1 Paige, 249, 19 Am. Dec. 413. 

How was this relation changed by the additional indorsement: 
‘‘Pay to the order of the Mechanics’ & Traders’ Bank. Robert Wil- 
helm’’? The direction of Wilhelm to the drawee to pay these checks 
to defendant bank was precisely that of the plaintiffs. In obeying 
Wilhelm’s iastructions in this particular, the bank was obeying the 
firm's instructions and the instructions of both Wilhelm and the 
firm to the bank were to take the check, present it for payment, and 
receive the proceeds. However well calculated the second indorse- 
ment might have been to arouse the bank’s suspicions, or whatever 
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entries or payments it made after receipt of the check, it was au- 
thorized to receive it and present it for payment, and there was no 
unlawful interference with plaintiff's property in so doing. If there 
was a conversion of these checks by the bank, when did it begin? 
Not upon credit of the amounts paid or payable thereon to Wilhelm’s 
account, for the bank was entitled to make any credit that it thought 
best, irrespective of deposits from anybody; not upon payment of 
any checks drawn by Wilhelm on his own account, because it was en- 
titled to pay any checks which he presented, whether an overdraft 
ornot. It did not begin upon receipt of the firm’s checks, because 
it was authorized to receive them; and not upon refusal of the firm's 
demand for the amount of these checks, because at that time the 
plaintiffs had no property or ownership in the proceeds of the checks. 
Innovation Trunk Co. v. Platt, 56 Misc. Rep. 64s. 

Respondent cites, as precedents to sustain his contenticn that the 
proof sustains judgment in conversion, Rosenberg v. Germania Bank, 
44 Misc. Rep. 233, 88 N. Y. Supp. 952; Schmidt v. Garfield Bank, 64 
Hun, 298, affirmed 138 N. Y. 631; Johnson v. First National Bank, 
6 Hun, 124; Salomon v. State Bank, 28 Misc. Rep. 324; and Adler 
v. Broadway Bank of Brooklyn, 30 Misc. Rep. 382. But in none of 
these cases does it appear that the bank had authority to receive the 
check presented. In all of them it appeared that checks had been 
paid under forged or unauthorized indorsements by which title could 
not be acquired, and that the plaintiffs were suing stranger banks, 
with whom their relations were not that of debtor and creditor. 

Three of the checks in suit are indorsed: ‘‘ Moritz, Kalmus & Nef- 
fen. Pay to the order of Mechanics’ & Traders’ Bank. Robert Wil- 
helm ’’—the firm and individual signatures being written, and the 
rest of the indorsements stamped. One of these checks, for $189, is 
in suit in action No. 3; and two in action No. 5, one for $201.19 and 
one for $75.95. Wilhelm had no authority to indorse in blank, or 
otherwise than by the use of the two rubber stamps. The bank had 
no authority to receive checks indorsed as these were, yet it did re- 
ceive them, did not credit the amounts to plaintiffs, did pay the 
amounts to Wilhelm, and has refused to pay the amounts to plaintiffs 
or to return the checks. There was, in those acts of the bank, that 
unauthorized appropriation which constitutes conversion. The ap- 
pellant points out that there is no evidence when the indorsements 
were made, or that the signatures were made by Wilhelm. Whoever 
made those signatures made them without authority, and if no in- 
dorsements were on those checks when received the bank had no 
authority to receive them. The bank treated these irregularly in- 
dorsed checks precisely as it did those indorsed in the authorized 
manner; but the effect was different. In the one case the bank ob- 
tained title, and in the other it did not obtain title, until the plaintiffs 
exercised their election to treat the unauthorized act as a conversion. 
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That election having been made by these suits, it is now impossible 
to treat the relation between the parties, created by receipt of these 
checks, as that of debtor and creditor. 

There is also a check in suit in action No. 1 for $38.05, which is 
indorsed by arubber stamp, ‘‘ Pay to the order of Mechanics’ & Trad- 
ers’ Bank,” and in writing, ‘‘ Robert Wilhelm.” The indorsement 
being unauthorized, receipt for deposit was likewise unauthorized ; 
the result being that an action for conversion of this check is well 
founded. 

Appellant contends that the award of damages is excessive. It 
points out that there is some evidence that money from Wilhelm’s 
account was used to pay firm expenses, the exact amount of which is 
unknown, and argues that, as it has not been ascertained what that 
amount is, nor how much of it came from the converted checks, it 
was error to award damages in any but a nominal amount. Prima 
facie, the measure of damages for conversion of a check is its face 
value. The burden of proof to show facts in mitigation of damages 
isondefendant. Atkinson v. Rochester Printing Company, 43 Hun, 


167; Griggs v. Day, 136 N. Y. 152. If some mitigation be shown, 


but the amount be indefinite, no sum can be deducted from the 
amount established prima facie. 

But, though judgments in conversion cannot be sustained on 9 of 
the 13 checks in suit, it does not follow that they must be reversed, 
or must be modified by deducting the amounts of those checks. Ap- 
pellant has questioned the form of action for the first time on appeal. 
It was not raised in the trial court, except that defendant moved to 
dismiss as to the three notes indorsed in blank, which are the three 
of the four notes now held to have been converted; the ground of its 
motion being that no cause of action had been shown. The appel- 
late court will not entertain questions as to the pleadings, when no 
objection has been made thereto at the trial, but will consider the 
cause of action disclosed by the evidence. Knappv. Simon, 96N. Y. 
284, 292; Moffatt v. Fulton, 132 N. Y. 507. 

The evidence discloses causes of action on implied contract, in 
the case of the nine notes held not to have been converted. The 
judgment entered, and the measure of damage adopted, are appro- 
priate to actions in assumpsit, and the question of the nature of the 
relations of the parties, created by deposit of all the checks, becomes 
material here only as bearing upon the question of interest, which 
has been awarded from the date of deposit, and rightly so as to the 
four checks which were converted, because the conversion took place 
at the moment of deposit. But it is conceded that, if the bank had 
honored plaintiffs’ demand at the time it was made, no interest would 
be due. Witness Deri said, in answer toa question by the court, that 
plaintiffs made demand for their checks or the proceeds ‘‘ before this 
action,” so that interest on the nine checks should be computed only 
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from date of service of summons, and the judgments should be modi- 
fied accordingly. 


“pr +e 


PRIVATE BANKING LICENSE TAX. 


Bradley v. City of Richmond, Supreme Court of Appeals of Virginia, January 13,1910. 66S. E. Rep. 872. 


A license tax of $800 on private bankers of a certain class in thecity of Richmond, 
Va., is valid and constitutional. 


F. S. Bradley brings error to review a judgment imposing a fine 
on him for failure to pay a license tax to the City of Richmond. 
Affirmed. 


Harrison, J. In this case F. S. Bradley complains of a judgment 
rendered against him by the hustings court for the city of Richmcnd, 
to which the whole matter of law and fact was submitted, affirming 
judgment of the police justice imposing upon him a fine of $25 and 
costs for conducting the business of a private banker without having 
paid the license tax of $800 assessed against him for the privilege. 

It is insisted that the ordinances and assessment thereunder are 
in conflict with sections 69 and 70 of the city charter. The alleged 
matter of conflict is that the city has imposed a license tax on the 
plaintiff in error, asa private banker, and has, at the same time, as- 
sessed an ad valorem tax on the capital employed in his business. 

This action of the city is notin conflict with its charter. There 
are numerous decisions of thiscourt holding that a municipality pos- 
sessing general powers of taxation,must determine primarily whether 
a particular business can be reached by the ad valorem system, and 
its discretion in the matter cannot be interfered with by the courts, 
except ina case of plain departure from the constitutional require- 
ment. The question is one of power, and not of policy, so far as the 
courts are concerned. It cannot be said that the imposition of a 
license tax on the business of the plaintiff in error is a plain depart- 
ure from the constitutional requirement. Under similar charters, 
such action on the part of city councils has been repeatedly sanctioned. 
It is not double taxation to impose a license tax on a businessand at 
the same time to tax the capital used by the ad valorem system. 

It is further contended that the assessment in question is in con- 
flict with section 69 of the charter, which provides that taxes shall be 
equal and uniform upon all property, real and personal. 

The record shows that the plaintiff in error and 10 other private 
bankers were put in the first class and each assessed with a license 
tax of $800. Such license taxes are not contrary to the provision re- 
quiring equality and uniformity, if allin the same class are required 
to pay the same tax. 

It is further contended that the ordinance and the action of the 
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council committee under it were unreasonable, and on this account 
invalid. 

Tae power of taxation, under our system of government, rests 
with the legislative and not with the judicial department, and its 
province cannot be invaded by the courts. Where the power to 
tax for revenue purposes exists, the amount of the tax is in the dis- 
cretion of the legislative body, and it may be carried to any extent 
within the jurisdiction of the state or corporation which imposes it 
which the will of such state or corporation may prescribe. If the 


power is exercised in an unwise, unjust, and oppressive manner to 


any particular class, the remedy, within constitutional bounds, is by 
an appeal, not to the courts, but to the justice and patriotism of the 
representatives of the people. 

The position is taken that the ordinance and assessment are in- 
valid because in conflict with section 168 of the state Constitution of 
1902 (Code 1904, p. cclxii), which provides that all taxes, whether 
state, local, or municipal, shall be uniform upon the same class of 
subjects within the territorial limits of the authority levying the tax. 

The provisions in the Constitution requiring equality and uni- 
fornity of taxation apply only to a direct tax on property, and 
not to license taxes, which do not admit of a tax strictly equal and 
uniform in the sense contended for. Helfrick’s Case, 29 Grat. 
844. When sections 168 and 170 of the Constitution are read to- 
gether, it is clear that it was not intended to include a license tax 
upon a business in any of the provisions speaking of taxes on prop- 
erty. It was competent for the council to assign private bankers to 
different classes, and the plaintiff in error was required to pay no 
greater license tax than all others in the same class with himself. 
In order to render the classification illegal, the party assailing it 
must show that the business discriminated against is precisely the 
same as that included in the class which is alleged to be favored. 
Norfolk, etc., v. Norfolk, 105 Va. 139, 52 S. E. 851. This has not 
been shown in the present case; on the contrary, it appears that the 
business of the plaintiff in error is not precisely the same with that 
of other private bankers who are put in a different class and assessed 
with a less license tax. 

Lastly, it is contended that the ordinance and assessment are in 
violation of the state and federal Constitutions guaranteeing due 
process of law. 

Chapter 13, $15, of the City Code provides that the finance com- 
mittee, after making the classification, shall return the same to the 
auditor on or before the rst day of April, who is required promptly 
to give notice by due advertisement in two or more papers that such 
classification is lying in his office open to inspection, and that at times 
and places therein to be specified the committee will meet to hear all 
persons complaining of the assignment made of themselves, but fur- 
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ther providing the right of appeal to all persons feeling themselves 
aggrieved by the action of the committee to the council of the city 
of Richmond. This remedy has been held to give the party aggrieved 
sufficient opportunity to be heard, and the plaintiff in error has 
availed himself of it. 
There is no error in the judgment complained of, and it is affirmed. 
Affirmed. 


— +, +, +, —— 


CERTIFICATE OF DEPOSIT NEGOTIABLE. 


Forrest v. Safety Banking & Trust Co., United States Circuit Court, December 1, 1909. 174 Fed. 
Rep. 345. 


A certificate of deposit is a negotiable instrument and the indorsee may bring 
action on it in his own name. 


J. P. McPuerson, District Judge. This suit is brought upon a 
certificate of deposit issued by the defendant in the following words: 


: No. 185.3. Phila , Jan. 2nd, 1909. $3,000.00. 

: Peter F. Fallon has deposited in the Safety Bank- : 
: ing & Trust Company three thousand dollars to : 
: the credit of himself payable in current funds on : 
: return of this certificate properly indorsed on July : 


1, 7909. Interest 3% per cent. per annum. 

: H. J. Colver, Cashier. H.L. Rock, Secy. 
This certificate of deposit ts not subject to check : 

: and ts only payable at maturity. 


The certificate was properly indorsed in blank by Fallon,and passed 
into the possession and apparent ownership of J. J. West not long 
after its date. In March, 1909, West transferred it by delivery to 
the plaintiff, William S. Forrest, for a valuable consideration and (as 
the jury has specifically found) in payment of his own debt. Pay- 
ment having been refused at maturity, Forrest sued in his own 
name, and the principal question for decision is whether the action 
is properly brought in that form. 

The answer must be in the affirmative if the certificate is a nego- 
tiable instrument, and to this point, therefore, the inquiry should be 
directed. It is undoubtedly true that, if the decisions in Pennsyl- 
vania are to govern, this court must hold that the plaintiff canrot 
sue in hisown name. In Patterson v. Poindexter, 6 Watts & S. (Pa.) 
227, 40 Am. Dec. 554, it was decided (as the syllabus states) that 

‘‘An instrument in writing issued by a bank signed by the assistant cashier, ‘I 
hereby certify that C. T. has deposited in this bank, payable twelve months from 
1st May, 1839, with five per cent. interest till due per ann., $3,691.63, for the use of 
R. P. & Co., and payable only to their order upon the return of this certificate,’ is 
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not a promissory note within the statute of Anne, but a certificate of deposit on 
special terms.” 

This instrument was held to be negotiable for the purpose of 
transfer only, but not so far negotiable as to charge R. P. & Co. on 
their indorsement to the holder. 

The question, however, may for the moment be considered as one 
of general commercial law, and in that region, as is well known, a 
federal court is not bound by the decisions of a particular state, but 
may follow its own opinion, or an adverse current of authority else- 
where. Swiftv. Tyson, 41 U. S. 1, 10 L. Ed. 865. Such a current 
may be discovered without difficulty. -—In the American & English 
Encyclopedia of Law (2d Ed.) vol. 5, at page 803, the following state- 
ment in the text is fully borne out by the citations in the accom- 
panying notes: 

“A certificate of deposit drawn in the usual form seems to fulfill in every par- 
ticular the definition of a promissory note, viz., an unconditional promise in writing 
for the payment of acertain sum of money absolutely and at all events. It is therefore, 
held inallof thestates of the Union, except Pennsylvania, that the instrument is in 
substance and in legal effect a promissory note and governed in most respects by the 
same general rules.” 

As it seems to me, the authorities conclusively establish the right 
of the plaintiff to maintain this suit in his own name, if the question 
is to be decided as one of general commercial law. The defendant 
contends, however that the Negotiable Instruments Act of Pennsyl- 
vania, passed in rgo1 (P. L. 194), decides the point against such right, 
and that this court is bound to follow the statute. Certificates of de- 
posit are not referred to in the act by name, and I have been referred 
to no decision of the Supreme Court of Pennsylvania that construes 
the statute upon any question now relevant. If, therefore, the act 
applies to the present controversy, I think that the defendant’s posi- 
tion may be disposed of in afew words. Since the question whether 
such a certificate is embraced within the description of a negotiable 
instrument contained in the first 10 sections of the act has not yet 
been considered by the Pennsylvania tribunal, it follows that a fed- 
eral court is at liberty to construe the statute for itself. Believing, 
therefore, that the Negotiable Instruments Act, which is intended to 
bring about the uniform treatment of legal questions in a most im- 
portant branch of commercial law, should receive a construction that 
is in harmony with a widely prevailing view (where such a construc- 
tion is possible), and having been pointed to nothing in the statute 
that requires me to hold that certificates of deposit are not included 
within its description of negotiable instruments, I conclude that the 
instrument sued on is negotiable under the act, and that the action 
was properly brought in the name of the holder. How far a federal 
court would be bound by the decision of a state court that construed 
a statute occupying the peculiar position of the Negotiable Instru- 
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meats Act—that is to say, attempting to codify and make uniform 
the rules that govern an important topic of general commercial law— 
presents an interesting question, upon which no opinion need now be 
expressed. 


EFFECT OF WORDS “NOT TRANSFERABLE” IN NOTE. 


Tanners’ Nat, Bank of Catskill v. Lacs, New York Supreme Court, Appellate Division, December 30, 
1909, 120 N. Y. Supp. 669. 


E., the payee of a note agreed with L., the maker, that he would hold it as col- 
lateral security for the payment of another note made by E. for the accommodation 
of L. In accordance with this understanding the words ‘‘not transferable’’ were 
written in a small hand in the space intended for the number of the note. E. ne- 
gotiated the note and it came to the hands of the plaintiff bank which brought suit 
on it. It was held that the notation rendered the note non-negotiable and that 
the plaintiff could not recover. 


Action by the Tanners’ National Bank of Catskill against Samuel 
Lacs and another, impleaded with Samuel Ex]. From a judgment 
dismissing plaintiff's complaint as against Samuel Lacs and another, 
plaintiff appeals. Affirmed. 

Cuester, J. The action is upon a promissory note executed by 
the defendant Samuel Lacs and indorsed before delivery to the payee, 
Samuel Exl, by Jennie Lacs. The written partisin the handwriting 
of one Goldberg, who was present at its execution. The note was 
afterwards transferred by Exl to one Amos Gordon, and by the latter 
to the plaintiff, who brought this suitthereon. The defense is that 
the note was a nonnegotiable one, and therefore improperly trans- 
ferred to the plaintiff. The note was indorsed by Jennie Lacs and de- 
livered to Exl as collateral security for the payment of a note of hke 
amount, bearing the same date, and executed by Samuel Exl for the 
accommodation of Samuel Lacs. At the time of the delivery of the 
note in suit to Exl, he agreed with the defendants Samuel and Jennie 
Lacs that he would not negotiate the instrument, but would hold it 
as collateral security for the payment of the note made for the ac- 
commodation of Lacs. Such note made by Exl for the accommoda- 
tion of Lacs was fully paid at maturity. In violation of the agree- 
ment to so hold the note, it was improperly transferred to Gordon 
and afterwards to the plaintiff. The note was written on the usual 
blank form of a promissory note, and it was made to order of Samuel 
Exl; the words ‘‘order of’ being in printed form. In lower left-hand 
corner of note, under words ‘‘Value received” in printed fom, was the 
abbreviation ‘‘No.,”’ followed by a blank space an inch long, and then 
on same line, following blank space, the word ‘‘ Due” with a blank 
space following that. The letter ‘‘t’ was added to the abbrevation 
‘‘No.”’ and the word ‘‘transferable’”’ was written in the remainder of 
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the short blank space. This word was in the same handwriting as 
the body of the note, but was in a somewhat smaller and contracted 
hand to accommodate the long word ‘‘transferable’’ to the limited 
space in which it was written. The testimony shows that Gordon, 
the indorsee, was unable to read written English, and that before 
taking this note he consulted a friend, one Michael Lackey, who had 
been a banker accustomed to handling commercial paper, who advised 
him it was good commercial paper. Lackey testified that, while he 
observed there was some writing in the lower left-hand corner, he 
did not notice that the words ‘‘not transferable” were thereon. The 
cashier of the plaintiff testified that he examined the note when it 
was brought to him, and that he did not notice these words. 

In Benedict v. Cowden, 49 N.Y. 396, 10 Am. Rep. 382, it was held 
that a memorandum upon a note made and delivered contemporane- 
ously with it and intended by the parties as a part of the contract and 
to give effect to their actual agreement is a part of the note and quali- 
fies it the same as if inserted in the bodyof theinstrument. The ap- 
pellant seems to concede that whatever is written on the note with 
the knowledge of a party to it is unquestionably binding upon him. 
It is also a ruleof law that the written portion of an instrument must 
prevail over the printed when the instrument is prepared on a printed 
form. But the claim here is that the words ‘‘not transferable” were 
so obscurely written as to be calculated to deceive an innocent pur- 
chaser, and that the maker was not free from negligence in signing 
a note such as this was. 

There is no substantial dispute on this appeal as to the law of the 
case, but a question of fact was presented as to whether the maker 
was guilty of negligence in not having these words ‘‘not transfer- 
able” more plainly written upon the note. That question of fact has 
been determined adversely to the appellant by the findings of the 
court, where it is found that the defendants Samuel and Jennie Lacs 
were guilty of no fraud or negligence in making, indorsing, or de- 
livering the said note to Exl. I am inclined to believe that there is 
sufficient evidence to support this finding of absence of negligence. 
While the note as written might deceive some men, it would not 
others. The cashier of the plaintiff testified that he examined the 
note in the ordinary course of business, but it appeared that he ex- 
aminel it hastily, and did not give upwards of half a minute to such 
examination—just long enough to read it through. The witness 
Lackey, while he noticed some writing at the bottom of the note, did 
not give it sufficient care to determine what it was. When the at- 
tention of the cashier was called to the matter in court, he testified 
that he could see that the words ‘‘not transferable” were plain to him 
then. The taking of this note by the bank with these words written 
upon it comes much nearer being carelessness on the part of its 
cashier than it was for the maker to not see that these words were 
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more plainly written, or written in larger letters. I think therefore 
we would hardly be justified in reversing the court’s finding on this 
question of fact. If lam right in this respect, the finding is con- 
trolling and should result in the affirmance of the judgment. 

The judgment should be affirmed with costs. All concur, except 
KeLLocG, J., dissenting in opinion in which Srwe t J., concurs. 


PAYING UNCOUNTERSIGNED CHECK. 


Liability of bank paying check of corporation without necessary countersignature. 
Ellis v. Western National Bank, Court of Appeals of Kentucky, Jan. 19,1910. 1248. W. Rep. 334. 


A bank agreed with an insurance company, which had a deposit with it, that it 
would honor its checks only when signed by the president and countersigned by one 
of two named officers. The bank paid itself $1,000 on a check signed by the com- 
pany’s president only, applying the same ona note given to the bank to raise money 
to enable the company to raise money to comply with the law requiring itto have a 
certain amount of cash on hand before commencing business. It was held that the 
bank was liable to the receiver of the company for the amount of the check. 


Action by Hugh Ellis, and the Louisville Trust Company, re- 
ceiver of the People’s Life & Accident Insurance Company, against 
the Western National Bank, now Continental National Bank. From 
a judgment against the bank, it appeals; and from an order striking 
from the petition the name of Ellis as plaintiff, and awarding costs 
against him, he brings across-appeal. Affirmed. 

LassinGc, J. On August 11, 1905, the People’s Life & Accident In- 
surance Company was organized, and began writing insurance on 
the assessment plan. It did not prosper, and ina short time afterits 
organization was placed in the hands of the Louisville Trust Com- 
pany and one Megrew as receivers. Megrew died, and the Louisville 
Trust Company continued to act as receiver. During its existence, 
two death claims were presented against it, for $1,coo and $1, 100 re- 
spectively; and in addition to these claims it owed debts amounting 
in the aggregate to a sum largely in excess of its total assets. All 
of its available assets were converted into cash and distributed among 
the creditors, and, after this had been done, there were remaining 
due and unpaid debts amounting to something like $8,o00. After said 
company went into the hands of the receiver, its officers and direc- 
tors ceased to take any interest in its business, and, in fact, aband- 
oned it entirely to the receiver. 

Among the assets which were alleged to belong to the company 
was an open account in the Western National Bank, which claimed 
to owe the company a balance of $1.29. Hugh Ellis, a creditor of the 
insolvent insurance company, insisted that this showing on the part 
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of the bank did not represent the true balance which it owed to the 
insurance company, but that, as matter of fact, said company had on 
deposit in said bank the sum of $1,001.29; that, although the presi- 
dent of the insurance company had attempted to withdraw $1,000 of 
its funds from said bank and pay off and satisfy a note for $1,000, 
which had been executed to said bank by Reed and Brannon, two of the 
promoters of said insurance company, the check under which this 
fund was attempted to be withdrawn from the bank was not properly 
signed and countersigned by the officers of the insurance company, 
and hence the insurance company was not properly chargeable with 
this check. 

Ellis demanded of the receiver that he proceed against the bank to 
recover this $1,000, for the benefit of the creditors of the insurance 
company. The receiver, doubting his right to subject this $1,0co to 
the debts of the insurance company, declined to proceed against the 
bank forsame. Thereupon said Ellis instituted a suit in the Jeffer- 
son circuit court, wherein he set up the facts andasked that the bank 
be required to pay this money to the creditors of the insurance com- 
pany, and asked that he be permitted to sue for and on behalf of all 
such. Some of the larger creditors and the receiver were made par- 
ties defendant to this suit. The receiver answered, and, without 
pleading to the merits of the claim, simply stated that it doubted its 
right to proceed and had declined forthisreason. The bank answer- 
ed, and not only denied liability, but specially challenged plaintiff's 
right tosue. Upon the issue thus joined proof was taken and the 
cause submitted for judgment. 

The chancellor, upon full consideration, found and adjudged that 
the $1,000, which the insurance company through its president had 
attempted to pay to said bank in satisfaction of the debt above refer- 
red to, was the property of said insurance company, and the check 
by which it was attempted to be withdrawn from said bank was not 
the check of said insurance company, by reason of the fact that it had 
not been signed by the proper officers of the company so as to war- 
rantand justify the bank in paying the money thereon. From this 
finding and judgment of the court, the bank appeals. 

The evidence in this case has taken quite a wide scope, but the 
real issue is a comparatively narrow one, being confined to the quest- 
ion as to whether or not the check upon which the bank undertook 
to withdraw $1,000 from the account of said insurance company was 
so drawn that it could properly be held to be the act of said insurance 
company. 

It appears from the record that in order for the insurance company 
to receive the sanction of the insurance department to commence 
business, it was necessary that it have on hand acertain amount of 
cash, and, as the company did not have this necessary amount of 
money, an arrangement was made with the bank by J. V. Reed and 
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Stuart E. Brannon, two of the promoters of said company, by which 
they executed their joint note to the bank for $1,000, net proceeds of 
which was placed to credit of insurance company, and this sum, sup- 
plemented by amount of the discount, made up the $1,000 which the 
president of the insurance company attempted to pay by the check 
out of which this litigation grows. The by-laws of the insurance 
company provide that all checks on the depositof said company 
should be signed by the president and countersigned by one of two 
other designated officers. The bank was advised of the existence of 
this by-law, and, in fact, had entered into an agreement with the in- 
surance company that the checks were to be honored only when so 
drawn, signed, and countersigned. Under this arrangement, 37 
checks were drawn by insurance company and honored by the bank. 
The check which is the subject of this litigation was number 38, and 
it was signed by the president of the insurance company alone, and 
was made payable tothe bank for the purpose of paying off and sat- 
isfying the Reed and Brannon note. When presented to the bank it 
was honored, and the note was paid. At the time this check was 
drawn, the other officers of the insurance company, whose duty it was 
to countersign it, refused todoso. The fact that it was not signed 
and countersigned as all the other checks had been was of itself, in 
the absence of any special contract and arrangement in regard to the 
signing of these checks, sufficient to have put the bank upon notice 
that this check was not such authority as would warrant it in paying 
out the funds of the insurance company thereon. But here we have 
a positive agreement between the bank and the insurance company 
that the checks were only to be honored when signed by the presi- 
dent and countersigned by one of the other officers of the insurance 
company, hence, no check which failed to measure up to these re- 
quirements as to the signatures of the officers of the insurance com- 
pany could bind the insurance company or protect the bank against 
loss if paid by it. 

The note in question was not the debt of the insurance company. 
It is true that certain of the promoters of said company had borrowed 
this money on their individual indorsements for the company to enable 
it to begin business, but the name of the insurance company did not 
appear upon the note which was executed to raise this money, for if 
it had it would have left the company in no better position than it 
was (toward complying with the requirements of the law) before the 
note was executed, forthe law required that it have so much cash on 
hand over and above any liability. As between the insurance com- 
pany and the bank, theinsurance company was not liable for the pay- 
ment of this debt, and the suggestion that, even though the check 
was not properly drawn, the bank should nevertheless be permitted 
to retain the fund because it had been used to pay the debt for which 
the insurance company was liable, has no application here. The 
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bank had contracted with the insurance company that the funds of 
the latter should be withdrawn from the former only upon checks 
signed and countersigned in a certain particular way. The check in 
question not being so drawn, the bank was without authority to 
charge the account of the insurance company therewith. The bank 
was no more authorized to charge this account with this $1,000 check, 
signed by the president of the insurance company alone, than it 
would have been to charge the account of the insurance company 
with the checks drawn by the president thereof in his individual ca- 
pacity. And when it paid out the money on this unauthorized check, 
it paid out, not the money of the insurance company, but money be- 
longing tothe bank. This being true, the chancellor properly held 
that it was answerable to the receiver for the benefit of the creditors 
of the insurance company for the full amount thereof. 

An attempt is made to show that an arrangement had been made 
between the president of the bank and the president of the insurance 
company whereby this fund, which had been so borrowed for the 
benefit of the insurance company, was to remain in the bank and not 
be checked out for any other purpose than the payment of the Reed 
note. If such anarrangement had been made between the president 
of the bank and the president of the insurance company, it would 
not have been binding upon either, and such an arrangement would 
certainly not be upheld where the interests of creditors, not parties 
to nor acquainted with such secret arrangement, had intervened. But 
a consideration of this question is obviated, for the reason that the 
record does not show that the bank ever entered into such an arrange- 
ment or understanding; but, on the contrary, it shows that, at the 
time such an arrangement is alleged to have been made, Smith Was 
no longer president of the bank, and hence in no wise qualified or 
competent to speak for or represent it. 

Judgment affirmed on the original and cross-appeals. 


ome Apt, 4, —___—— 


USURY. 


Giving bonus to agent of sender is not usury. 


Termina) Bank v. Dubroff, New York Supreme Court, Jan. 10, 1910. 120 N. Y. Supp. 609. 


The giving of a bonus of $550 to an attorney for his services in procuring a 
$6,000 mortgage loan from a bank of which the attorney was president, it not ap- 
pearing that the attorney acted in the transaction as an officer of the bank, or that 
the bank had any knowledge of the bonus, does not make the transaction usurious. 


Action by the Terminal Bank against Abraham Dubroff and 
others. Judgment for plaintiff. 

Crane, J. Considering the very apparent mistake, if not false- 
hood, of the defendant Dubroff in denying having sent the letter ex- 
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hibits, I am forced to discredit his improbable testimony and to ac- 
cept the version of the transaction given by Mr. Reid and Mr. Frost, 
the cashier of the Terminal Bank. 

Willard P. Reid, in April of 1907, was a practicing attorney at law, 
vice-president of the Williamsburgh Trust Company, and president 
of the Terminal Bank. To him personally Abraham Dubroff applied 
for a second mortgage of $6,000 on certain buildings which he was 
erecting and which were then unfinished. The need for this money 
to complete the work was very pressing. He saw Mr. Reid at the 
office of the Williamsburgh Trust Company, not at the offices of the 
Terminal Bank, and offered to give him a bonus of S600 if he obtained 
this second mortgage loan of $6,000. After trying elsewhere, Reid 
informed Dubroff that he would try to obtain the money from the 
Terminal Bank, and on the 24th day of April, 1907, did receive the 
cashier’s check of the Terminal Bank for $6,000, drawn ‘‘to the order 
of W. P. Reid, trustee for L. Harry Fisher.” Of this money Willard 
P. Reid, attorney, gave his check on the Williamsburg Trust Com- 
pany to Abraham Dubroff for $5,450, and received the bond and 
mortgage in question, and also a note to the Terminal Bank for 
$6,000, which indebtedness the bond and mortgage was to secure. 
It was understood between Reid and Dubroff at the time that for 
banking purposes the bond and mortgage should run toa dummy 
named L. Harry Fisher, aclerk, who would immediately assign them 
to the bank, all of which was done. The $6,000 was loaned by the 
bank, and a note therefor made by Dubroff, and a bond and mortgage 
given and executed for its benefit in the name of L. Harry Fisher. 
The commission of $600 which Reid was to receive for procuring the 
loan was reduced to $550, which he kept, paying out of it the mort- 
gage tax of $32.50. 

There is no evidence that Reid acted in this transaction as an offi 
cer of the Terminal Bank, or that the latter had any knowledge of 
the agreement between him and Dubroff regarding the commission, 
or that the bank ever received any part thereof. In order to estab- 
lish the defense of usury, it must be shown that the plaintiff hed 
knowledge of the usury and that it was taken with itsconsent. Phil- 
ips v. Mackellar, 92 N. Y. 36; Dilmars v. Sackett, 92 Hun. 381, 36 N. 
Y. Supp. 690. Upon the trial I questioned Mr. Reid regarding the 
disposition of the $550, but the line of examination thus suggested 
was not followed up by defendant's counsel, nor were the books of 
the bank produced forexamination. Thereis, therefore, no evidence 
offered by the defendant that the bank received any part of the com- 
mission. It was perfectly legal to pay Mr. Reid, the attorney, $550 
as a bonus for procuring the loan, and does not make the transaction 
usurious. Guardian Mutual Life Insurance Company v. Kashaw, 66 
N. Y. 544. 

Even if the loan were usurious as to the Terminal Bank, the de- 
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fense cannot be pressed in this case, for the reason that Dubroff and 
his wife conveyed away the property to other defendants subject to 
this mortgage. The grantees cannot raise the defense of usury, 
which is personal to the borrower. 

Again, under section 74 of the banking law (Consol. Laws, c. 2), 
knowingly taking or receiving a greater rate of interest than 6 per 
cent. by a bank shall be held a forfeiture of the entire interest which 
the evidence of debt carries with it, and the person paying the seme 
may recover twice the amount of the interest thus paid. This stat- 
ute applies to the securities in question. Schlesinger v. Gilhooly, 
189 N. Y. 1. The remedy, it has been held, where the bank has ex- 
acted usurious interest, is to recover the amount in a separate action, 
and not by setting up the matter as a defense orcounterclaim. Cap- 
onigti v. Altieri, 165 N. Y. 255; the case of Schlesinger v. Lehmaier, 
191 N. Y. 69, is applicable where the note was procured from third 
parties with knowledge that it was void for usury, but is not appli- 
cable to loans made directly by the bank to the borrower as in this 
case. It is conceded that Fisher was a mere dummy and advanced 
no money. 

The above conclusions entitle the plaintiff to judgment, which is 
hereby awarded. 


RECOVERY OF MONEY PAID ON FORGED CHECK. 


Bank of Williamson v. McDowell County Bank, Supreme Court of Appeals of West Virginia, December 
21, 1909; rehearing denied January 11,1910. 668. E. Rep. 761 


The defendant bank accepted a check for collection, the signature on which 
was forged. It indorsed the check ‘Pay to the order of any Bank, Banker or Trust 
Co. All prior indorsements guaranteed,” and sent it forward for collection. The 
plaintiff bank paid it and the defendant turned the proceeds over to the party from 
whom it received the check, astranger to the bank. It was held that both banks were 
guilty of negligence, the defendant in failing to have the payee identified, and the 
plaintiff in not having in its possession meansof testing the genuineness of the draw- 
er’s signature. The plaintiff bank could not, therefore, recover. 


Action by the Bank of Williamson against the McDowell County 
Bank. Judgment for defendant, and plaintiff brings error. Affirmed. 


PorrensarGcer, P. The Bank of Williamson, doing business at 
Williamson, Mingo county, sued the McDowell County Bank, located 
at Welch, in McDowell county, in assumpsit, laying the damages at 
$900. The purpose of the action was the recovery of money paid by 
the plaintiff to the defendant on a forged check for $800, purporting 
to have been drawn on the plaintiff by D. B. Young, one of its de- 
positors, in favor of George Horner, and collected at the request of 
some unknown person by the defendant. Trial by jury having been 
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waived and the case submitted to the court, there was a judgment 
for the defendant of which the plaintiff complains. 

At the time of the forgery of the check, Young had $1,coo on de- 
posit in the Bank of Williamson on which he had never drawn any 
checks. He resided in Kentucky, several miles from Williamson. 
His testimony imports that he had never had any other account or 
transaction with the bank as a depositor. In September, 1907, the 
forged check was presented to the McDowell County Bank by a 
stranger, who wrote the name George Horner on the back of it, and 
delivered it to one of the defendant's agents. For some 1eason the 
bank did not give him the cash or place the amount to hiscredit. It 
took the note for collection, and, after stamping the following in- 
dorsement upon it: ‘‘ Pay to the order of any Bank, Banker or Trust 
Co. All Prior Endorsements Guaranteed. Sep17 1907. McDowell 
County Bank Welch, W. Va. I. J. Rhodes, Cashier ’’—sent it to its 
correspondent at Williamson, W. Va., the Mingo County Bank, which 
indorsed it as follows: ‘* Pay to the order of any Bank or Banker 
All Prior endorsements guaranteed Mingo County Bank. William- 
son, W. Va.” On the 18th day of September, 1907, the Bank of 
Williamson paid the amount thereof to the Mingo County Bank, 
which, in turn, paid it to the McDowell County Bank, where it was 
deposited to the credit of the person calling himself George Horner, 
who afterwards withdrew it from the bank. Some time in Novem- 
ber, 1907, the forgery was discovered upon the appearance of Young 
at the Bank of Williamson for the purpose of withdrawing his money, 
and his disavowal of any knowledge of the check that had been paid 
out of it. The money was replaced to his credit, and a demand made 
upon the defendant for reimbursement. The person who delivered 
the check for collection, and who afterwards received from it the 
money, was wholly unknown to the officers and agents of the McDow- 
ell County Bank, and they required from him no identification. It 
seems that no inquiry was made as to who he was. On the face of 
the check, there was a recital to the effect that it had been given for 
land. Failure to make inquiry or require identification, together 
with the indorsements and guaranty stamped on the back of the 
check, are the circumstances relied upon by the plaintiff as fixing the 
liability upon the defendant. 

By itsconduct, the McDowell County Bank induced the Bank of 
Williamson to do what it refrained from doing itself, pay money to 
an unidentified stranger. In fact, it took the check for collection, 
instead of purchasing it, because the party claiming to be payee was 
unknown to it, and refused to pay him the money until it had collect- 
ed the same. If it had told the bank of Williamson the status of the 
matter, that bank would have been more cautious. It not only did 
not do this, but, on the contrary, indorsed the check as if it had been 
bought outright, and expressly guaranteed the genuineness of the 
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forged indorsement, ‘‘George Horner.” This was a representation 
to the Williamson bank that there was a George Horner, and that he 
was the payee, having right to the money, and had transferred that 
right to the bank, and possibly that he was good for $800 in case the 
check should prove to be worthless. I am unable to perceive the 
reason or ground upon which it can be said that such a representation 
may not have induced action on the faith of it, and was not danger- 
ous to the party to whom it was made. 

But there is another element in thecase. The Bank of William- 
son was also negligent. It had no signature of its depositor in its 
possession or within its reach in any form whatever to enable it to 
make any investigation of the genuineness of the signature to the 
check. As we have shown, no recovery can be had if both parties 
are without fault. Negligence or omission of duty, on the part of 
the first taker, causing, orlikely to cause, injury to the drawee, is the 
circumstance that deprives the former of the benefit of the exemp- 
tion of dealers in commercial paper from the operation of the gener- 
al rule, allowing recovery of money paid under a mistake of fact. 
Failure of duty, not necessarily the actual cause of the injury, has 
this effect. No inquiry as to whether the drawee was really misled 
is made. It is enough that there was technical negligence. The ex- 
emption rests upon the assumption of innocence in both parties. If 
both are at fault, as in this case, it seems to follow that neither, while 
claiming, or accorded, the benefit of the exception to the general 
rule, should be permitted to deny its protection tothe other. It is 
an arbitrary rule of commercial law, and the reasoning which justifies 
it, when both parties are innocent, justifies it also when both are at 
fault. It was the duty of the drawee to determine at its peril the 
genuineness of the signature of its depositor, and its sole right to de- 
mand reimbursement from the defendant rests upon technical fault 
in the latter. This may or may not have occasioned the injury to 
the former, but an arbitrary rule,founded upon public policy, imposes 
liability, without inquiry as to actual cause of injury. Public policy 
demands, with equal reason, the observance of due care and compli- 
ance with the customary regulations on the part ofthe drawee. Who 
can safely say the Bank of Williamson would not have discovered the 
forgery and saved the money it has lost if it had taken the usual pre- 
caution? Though the forged name and the genuine signature are 
very similar, even the slight difference might have been noticed had 
a comparison been made atthetime. Similarly, nobody can say with 
certainty the omission of duty on the part of the McDowell County 
Bank influenced the other bank in the slightest degree, but it may 
have done, and instances may occur in which the wrong is perfectly 
apparent. It is a question, not of actual, but of potential, injury, 
and the enforcement of compliance with wholesome regulations. 
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Therefore, having been negligent itself, the plaintiff is not entitled 
to recover on the technical ground of negligence in the defendant. 

It is suggested in a brief that the recovery should be had from 
the Mingo County Bank, if at all. The effect of this would be to 
make a clearly innocent party suffer loss, due to mistake or negligence 
of others. For even so plain a proposition as the contrary of this we 
have authority. Bank v. Bank, 107 lowa; Bank v. Bank, 22 Neb. 769. 

These views and conclusions result in an affirmance of the judg- 
ment complained of. 


NOTICE TO OFFICER OF BANK. 


National Bank of North America in New York v. Thomas, Supreme Court of Rhode Island, Jan. 31, 1910. 
74 Atl. Rep. 1092 


A national bank commenced action on a note by attaching certain property be- 
longing to the maker's wife. The defendant pleaded that the title to the property 
had been in his wife for a long time prior to the attachment, and that the bank had 
notice of such fact. It was shown that the vice-president of the bank had notice, 
and it was held that this was notice to the bank, although the vice-president did not 
communicate his information to the other officers of the bank and did not re main 
in office until the attachment issued. A verdict for the defendant was affirmed. 


Action by the National Bank of North America in New York 
against Edward R. Thomas. Verdict fordefendant. Plaintiff's mo- 
tion for new trial was denied, andit excepts. Exceptions overruled, 
and case remitted to superior court, with directions to enter judg- 
ment on the verdict. 


SwEETLAND, J. This is an action ona promissory note for $50,000, 
made by the defendant to the order of the plaintiff. The plaintiff is 
a national banking association, located and doing business in the city 
of New York. The defendant is a resident of the state of New Jer- 
sey. There was no personal service of the writ upon the defendant 
within this state, but real estate in the city of Newport, standing up- 
on the land records of said Newport as the real estate of the defend- 
ant, was attached. An attested copy of the writ was sent by mail, 
directed to the defendant at his address without the state, anda copy 
of the writ was left with the person in possession of the real estate. 
The defendant pleaded in abatement of the writ that there had been 
no legal service of the writ; that the defendant at the time of the at- 
tachment had no right, title, or interest in the real estate attached; 
that the property in said real estate had been in the wife of the de- 
fendant fora long time prior to said attachment; and that the plaint- 
iff had notice of these facts. To this plea in abatement the plaintiff 
replied that at the time of the attachment the property and the title 
of record in said real estate was in the defendant, and not in his wife; 
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that the wife of the defendant did not have any interest in said real 
estate until a month after the attachment, when a deed of said real 
estate from the defendant to his wife was recorded in the land rec- 
ords of Newport; that the attachment was filed without notice on 
the part of the plaintiff of any prior conveyance of said real estate 
by the defendant to his wife, and without notice of any right in said 
real estate claimed by the defendant’s wife. 

The issues raised by the plea and replication were tried in the su- 
perior court before ajury. The questions before the jury upon these 
issues were, first, whether the property in said real estate was in the 
defendant at the time of the attachment, and, second, if this property 
in said real estate was not in the defendant at the time of the attach- 
ment, whether the plaintiff had notice of that fact at the time of the 
attachment. The jury found that the defendant had no property, 
right, title, or interest in said real estate subject to attachment at 
the suit of the plaintiff, and that of this the plaintiff had notice. 
The plaintiff's motion for a new trial was denied by the superior 
court, and the case is before this court upon the plaintiff's exceptions 
to the decision of the justice presiding denying the motion for a new 
trial and to certain rulings of said justice made during the trial. 

Upon the first question before the jury the only testimony offered 
at the trial was that of the defendant, who testified that he executed 
a deed of said real estate to his wife on the 1oth of November, 1905 
and delivered said deed to his wife on the roth or 11th of November, 
1905, long before the transaction between the plaintiff and the de- 
fendant, which was the subject of this suit. Said deed was not re- 
corded in the land records of Newport until December 23, 1907, after 
the date of said attachment. It also appeared that no child had ever 
been born of the marriage between defendant and his wife. The 
jury were justified in finding that the property in said real estate was 
not in the defendant at the time of the attachment. 

Upon the second question before the jury, as to whether the 
plaintiff had notice at the time of the attachment that the property 
in said real estate was not in the defendant, the defendant testified 
that he went to the banking rooms of the plaintiff and into the pri- 
vate office of Charles W. Morse, vice-president of the bank, and that 
the following transaction was had between the defendant and said 
Morse: ‘‘I spoke to him, and told him I wanted a loan of $50,000, 
and he said, ‘ Well, I don’t know whether we can loan you the money 
or not.’ He said, ‘Can you put up any security?’ I said, ‘No; I 
don’t think I have any.’ He said, ‘How about your house?’ I said, 
‘My house in the city was deeded to my wife by my mother before 
my father died.’ Then he said, ‘ How about your Newport proper- 
ty?’ I said, ‘I gave it to my wife two years ago.’ But I told him I 
could get certain deposits for the bank, and could help the bank, I 
thought, if he would maketheloan. Hesaid, ‘Allright; I will make 
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the loan.’ He then called in the president, Mr. Curtis, who sat with 
the cashier and clerks in the outer office or room, and he stated to 
Mr. Curtis: ‘I have arranged the details of a loan for Mr, Thomas. 
When he sends over his note, it may be discounted, and the money 
placed to his credit in the bank, and you may make out the loan.’ 
Then Mr. Curtis went out. Q. Continue. A. That afternoon I sent 
over my note for $50,000 to Mr. Morse by a boy. I told him that I 
wouldn’t want the money for a couple of days. I sent over the note 
in pursuance of that conversation that morning, and the money was 
put to my credit, and they sent me a record of the money being put 
to my credit at that time. QO. You sent your personal note for 
$50,000, payable to the National Bank of North America, sent it to 
the National Bank, accompanied by a letter? A. I sent it to Mr. 
Morse, personally. Q. And the letter was addressed to Mr. Morse, 
personally? A. Yes,sir. QO. In consequence of that was the loan of 
$50,000 placed to yourcredit? A. Yes, sir.”’ 

Charles W. Morse, whose deposition was taken, deposed that at 
the time of the attachment he had ceased to be vice-president of the 
plaintiff corporation; that he learned of the attachment from a news- 
paper; and that previous to the attachment he had no knowledge in 
regard to the ownership by the defendant of property in Rhode 
Island. In regard to the interview between himself and the defend- 
ant at time of making the loan, Mr. Morse testified: ‘‘Q. About the 
date of the note involved in this suit you had an interview with Ed- 
ward R. Thomas, did you not? A. Yes, sir. Q. Did he at that in- 
terview make any statement to you in respect to any property owned 
by him in Newport or standing in his name? A. To the best of my 
recollection he did not. Q. Did the defendant, Edward R. Thomas, 
ever make any statement to you in respect to his real estate in New- 
port? A. No, sir. QO. Was any statement ever made to you at any 
time by Edward R. Thomas in respect to any property of his in New- 
port, R. I.? A. No, sir. QO. Was any reference made by him in any 
conversation between you and Edward R. Thomas in respect to any 
of his property in Newport, R. I.? A. I have no recollection of any. 
Q. Was any statement ever made by Edward R. Thomas to you in 
respect to any conveyance by him of his real estate in Newport, R. 
I., to his wife? A. No, sir. 

There was no other testimony upon the subject of the interview 
between the defendant and Mr. Morse. Upon this testimony, under 
the rulings and instructions of the justice presiding, the finding of 
the jury that the plaintiff at the time of the attachment had notice 
of the unrecorded deed from the defendant to his wife was not un- 
warranted. The justice presiding at the trial has refused to set the 
verdict aside, and this court will not disturb it, unless we find error 
in the rulings of said justice. 

A number of the exceptions contained in the plaintiff's bill of ex- 
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ceptions are based upon the contention that, even if notice of the 
conveyance of said real estate from the defendant to his wife was 
given to Charles W. Morse, such notice to Mr. Morse did not consti- 
tute notice tothe bank. It is clear from the testimony that all the 
negotiations leading to the loan by the plaintiff to the defendant were 
conducted by Mr. Morse acting for the plaintiff, and that the terms 
of the loan were arranged between said Morse and the defendant. In 
these circumstances, facts material to the transaction, which came 
to the knowledge of Morse, constituted notice to the plaintiff. It is 
immaterial whether Mr. Morse communicated his knowledge to the 
other officers of the bank, or whether Mr. Morse remained an officer 
of the bank, until the time of the attachment. Mr. Morse was the 
agent of the piaintiff in this transaction, and any knowledge of ma- 
terial facts which he acquired at that time became at once the knowl- 
edge of the plaintiff. Cookv. American Tubing & Webbing Co., 28 
R. I. 41, 65 Atl. 641,9 L. R. A. (N. S.) 193; Bank v. Cushman, 121 
Mass. 490. 

Other exceptions contained in the bill are based upon the plaintiff's 
contention that any statement of the defendant regarding the owner- 
ship of the Newport real estate, even if such were made to said Morse 
in the course of the negotiations for the loan, were not material to 
the transaction; that the national banking law prohibits national 
banks from loaning money on real estate security; and that any 
knowledge in regard to the ownership of said real estate gained by 
said Morse during the transaction cannot be imputed to the plaintiff, 
and does not constitute notice to the bank. In regard to this excep- 
tion of the plaintiff, it appears that one of the questions under con- 
sideration in the negotiation was the financial standing and credit of 
the defendant; hence statements as to the ownership by the defend- 
ant of real as well as of personal estate were material to the transac- 
tion. Although under the provisions of the banking act a national 
bank may not loan money upon real estate security given directly to 
the bank, real estate owned by the borrower may be used in various 
indirect ways for the purpose of giving security to the bank. In 
Bank v. Haire, 36 lowa 443, the court said: ‘‘Every loan or discount 
by a bank is made in good faith, in reliance, by way of security, upon 
the real or personal property of the obligor; and unless the title by 
mortgage or conveyance is taken to the bank directly, forits use,the 
case is not within the prohibition of the statute. The fact that the 
title or security may inure indirectly to the security and benefit of the 
bank will not vitiate the transaction.” 

Further, it has been held that, although there is an implication 
in the United States banking laws that national banks shall not loan 
money on real estate security, such security is not void, and objec- 
tion to such security can only be urged by the United States govern- 
ment. In Bank v. Matthews, 98 U. S. 621, 25 L. Ed. 188, the court 
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said: ‘‘The statute does not declare such security void. It is silent 
upon the subject. If Congress so meant, it would have been easy 
to say so; and it is hardly to be believed that this would not have 
been done, instead of leaving the question to be settled by the uncer- 
tain result of litigation and judicial decision.”’ In following Bank v. 
Matthews, the court said in Bank v. Whitney, 103 U. S. 99, 26 L. Ed. 
443: ‘‘The construction of the act of Congress there given |Bank v. 
Matthews] has been acted upon by the national banks throughout 
the country ever since it was published. It is not unreasonable to 
suppose that they have conducted their business and made loanstoa 
large am duat in reliance upon it, and that in many cases great in- 
jury would follow a departure from it. * * We must hold that the 
mortgage to the bank, so far as the subsequent incumbrances are con- 
cerned, is to be regarded as a valid security for the future advance to 
the mortgagee. Whatever objection there may be to it as security 
for such advances from the prohibitory provisions of the statute, the 
objection can only be urged by the government.” 

We are of the opinion that statements in regard to the ownership 
of said real estate in Newport made by the defendant tosaid Morse in 
the course of the negotiations for the loan, were material to that 
transaction and constituted notice to the plaintiff. The fact that the 
loan was not made upon the security of the real estate does not render 
the statements immaterial. 

Plaintiff's exceptions are overruled, and the case is remitted to 
the superior court, with direction to enter judgment upon the verdict 
and to quash the writ. 


DEPARTMENT STORE BANKING. 


MacLaren vy. State, Supreme Court of Wisconsin, Feb. 1, 1910. 124 N. W. Rep. 67. 


A department store which receives deposits up to $500, issues pass books, al- 
lows interest, compounded every three months, and pays the principal with interest 
on demand or goods at the depositor’s option, is engaged in the business of bank- 
ing under the laws of Wisconsin, and is subject to the statutes regulating such 
business. 


William MacLaren was convicted of violating the banking law, 
and brings error. Affirmed. 

Gimbel Bros., a foreign corporation, isengaged in the business of 
running a large general store, commonly called a department store, 
in the city of Milwaukee, and the plaintiff in error is the general 
manager of its business at that place. The corporation maintains 
what is termed a ‘‘deposit purchase department.”’ Persons desiring 
to deposit money with the corporation may do so to the amount of 
$500. Interest at the rate of 4 per cent. per annum is allowed on all 
deposits left three months, and interest is credited on balances on 
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January 1st, May rst and September rstineach year. The deposit- 
or may purchase goods at the store against the amount of his depos- 
it, or he may withdraw the same at any time in cash without notice. 
The corporation failed to comply with the provisions of sections 2024 

781, 2024-78m, and 2024-78n (Laws 1909, c. 285), and the plain- 
tiffin error, as its manager, was arrested and convicted for violating 
the statutesin question. From a judgment of conviction he prose- 
cutes a writ of error in this court. 

Barnes, J. (afterstating the factsas above). Most of the questions 
raised by the plaintiff in error, hereinafter called the defendant, are 
passed upon adversely to his contention in Weed v. Bergh (decided 
herewith), 124 N. W. 664. In addition to the points there raised and 
decided, it is urged that Gimbel Bros., the corporation employing the 
defendant, was not engaged in the banking business, and that the 
Legislature could not declare that the mere receipt of deposits con- 
stituted such business. The right of the Legislature to reasonably 
regulate the business of the corporation in so far as it extended to re- 
ceiving moneys on deposit is conceded, but it is urged that sections 
2024—7811l, 2024—78m, and 2024—78n (chapter 285, Laws 1909) do not 
constitute valid regulations, but in fact amount to prohibition. 

By section 2024-781 the soliciting, receiving, or accepting of money 
on deposit as a regular business by a person or corporation is declared 
to bea banking business, whether such deposit is made subject to 
check or is evidenced by a certificate of deposit, a pass-book, a note, 
a receipt, or other writing. Gimbel Bros. opened a ‘‘ deposit pur- 
chase department,” received moneys up to $500 from any one desiring 
to deposit with it, issued passbooks evidencing such deposits, paid in- 
terest on the amounts deposited, and paid the principal sum deposit- 
ed, with interest thereon, on demand, in money or goods, at the 
election of the depositor. The facts established satisfy every call of 
the statute, and the corporation was doing a banking business if the 
acts done in themselves constituted the carrying on of a banking busi- 
ness or if the Legislature had the right to say that such acts consti- 
tuted a banking business. Banking, in its most enlarged sense, in- 
cludes the business of receiving deposits, paying checks, loaning 
money, dealing in bills of exchange, etc., besides that of issuing 
paper money. Boone on Banking, § 3, and cases cited. If a bank 
must transact the various kinds of business enumerated in the above 
definition in order to be a bank at all, it is apparent that we have no 
such institutions as state banks in Wisconsin because such banks are 
not permitted to issue paper money. But the word is popularly and 
correctly used in a much more restricted sense. In modern times 
we have a variety of institutions that do a banking business in the 
popular sense, although the functions performed by them may be 
widely variant, and none of them may be doing all of the kinds of 
business included in the above definition. 

In Oulton v. Savings Institution, 17 Wall. 109, 118, the court said: 
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‘* Banks in the commercial sense are of three kinds, to wit: (1) Of 
deposit; (2) of discount; (3) of circulation. Modern bankers frequent- 
ly exercise any two or even all three of those functions, but it is still 
true that an institution probibited from exercising any more than one 
of those functions is a bank in the strictest commercial sense.” 

The term ‘‘ banking” is generally used in its enlarged sense, but 
it may also be used in a more narrow and restricted sense. There is 
no doubt as to the sense in which the Legislature intended to use 
the term here, because it says that the receiving of deposits as a reg- 
ular business shall constitute banking. Independent of any consti- 
tutional authority,there is no doubt about the right of the Legislature 
to regulate banking, and neither is there any doubt about its right to 
regulate the business carried on by Gimbel Bros. in the way of receiv- 
ing deposits, if it should be held not to be banking. The main pur- 
pose of regulating the banking business as the business is now carried 
on is to insure the safety of deposits. The calamities that befall in- 
dividuals and communities asa result of bank failures are well known. 
The necessity for the regulation of establishments carrying on the 
kind of business that Gimbel Bros. carries on is just as apparent as 
it is in the case of regular banking institutions. It receives deposits 
to the amount of $500 from all persons desiring to leave money with 
it. The depositors may, if they wish, purchase goods with the money 
so deposited, but they are not required todoso. It matters not that 
a depositor has never purchased a dollar’s worth of goods from the 
corporation, or that he never intendsto. So long as he elects to al- 
low his deposit to remain, he is allowed interest thereon at the rate 
of 4 per cent. perannum compounded every four months, and he may 
withdraw his money at any time he wishes on demand and without 
previous notice of intentionto withdraw it. Whenthe high financial 
standing of the corporation is considered, the inducement offered to 
depositors is not only attractive, butalluring. We think it would be 
no invasion of the domain of common knowledge to say that no bank 
or trust company doing business in the city of Milwaukee offers so 
inviting a contract tothe small investor in the matter of interest rates 
and the privilege converting the indebtedness to the depositor into 
cash. 

It was stipulated as a fact that the ‘‘deposit purchase depart- 
ment ”’ of Gimbel Bros. had been in operation upwards of a year pri- 
or to the date upon which the alleged offense was committed, and 
that on said date there was deposited with said corporation $115,738.- 
10 by 5,915 different depositors. That the amount was not larger 
was probably due to the fact that a limit was placed upon the amount 
that might be deposited by a single person, and the further fact that 
the business of receiving deposits had not been in vogue a sufficient 
length of time so that the community generally was advised of the 
fact that deposits would be received and of the favorable terms un- 
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der which they were being received. The payment of the highest 
rate of return to depositors that a safe investment of the funds in- 
trusted to the care of the recipient will admit of is highly commend- 
able, and for obvious reasons should be encouraged, and there is no 
suggestion or suspicion of the inability of Gimbel Bros. to meet its 
obligations to its depositors. But most bankers would be honest if 
there were no laws regulating the banking business, and the great ma- 
jority of them would carry on their business on safe and conservative 
lines. For such there is no necessity for regulation. It is for the 
dishonest, the careless, or the incompetent banker that regulative 
laws become essential, and, inasmuch as it is necessary at all to re- 
sort to regulation, it must apply to all engaged in the transaction of 
the same kind of business under substantially similar conditions. 

Conceding the entire solvency and ability of Gimbel Bros. to meet 
its obligations really proves nothing. Other large or small business 
establishments that are doing an unprofitable business and are peril- 
ously near the verge of insolvency may reach out for deposits with 
the hope and expectation of arresting the inevitable, anticipating 
brighter things from the future. There are few honest failures where 
the insolvent does not believe that with a little more leniency on the 
part of his creditors and a little greater extension of his credit he 
will be able to meet his obligations in full. Such a business estab- 
lishment might well increase the rates of interest to 5 or 6 per cent., 
and place no limit at all on the amount that would be received, or 
place one much higher than that fixed in the present case. It is not 
difficult to surmise that, if the practice pursued by Gimbel Bros. be- 
came general with mercantile houses in a city like Milwaukee, their 
deposits would in no long time equal or exceed the time deposits of 
the banks and trust companies. Regulation must be carried on 
through the medium of general laws which often bear more heavily 
on some than on others owing to the circumstances which surround 
them. If the general purpose of the law is regulation, and not the 
suppression of lawful business, the fact that some persons on whom 
it operates may have to reconstruct their methods of doing busi- 
ness, or cease doing business at all, does not render the law void. 
This court recently approved a rule abundantly supported by author- 
ity to the effect that the Legislature in enacting a police regulation 
may include within the purview of the statute acts innocent in them- 
selves and not a subject of police regulation, where the inclusion of 
the acts is necessary in the opinion of the Legislature in order to make 
the regulation effective. Pennell v. State, 123 N. W. 115, and cases 
cited. 

Aside from what has been said, it being conceded that the Legis- 
lature might regulate such business as Gimbel Bros. was carrying on 
in the way of receiving deposits (admittedly one of the principal 
functions of a bank), it was competent for the Legislature, consider- 
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ing the nature of the business, to define it as banking, if it were not 
such in fact, and to throw around it the general safeguards provided 
for the banking business proper. However, we do not wish to be 
understood as holding that Gimbel Bros. might not receive money 
on deposit from its patrons, where such money is deposited for the 
purpose of enabling the depositor to purchase goods from its store, 
and where the money is used forthat purpose. The judgment of the 
circuit court is correct, and should be affirmed. 
Judgment affirmed. Doper, J., dissents. 


WHICH IS THE BIGGEST BANK? 


‘One of the most frequent criticisms brought against the United States by our 
foreign friends is that in this country the question of **bigness” precedes everything 
else. We are accused of an inherent weakness in this particular, and the charge is 
only too often justified. But this amiable failing does not exist with us alone, and 
we have noticed with some interest that our contemporary, The Economist, of London, 
cannot itself resist what might be termed the quantitative test. * * The deposits of 
the largest English bank are approximately 3793, millions of dollars, and those of 
the next largest bank rank well above 350 million dollars. The English figures it 
clude items which with us would constitute what are known as gross deposits. The 
largest American bank, according to its official report to the Comptroller of the Cur 
rency on January 31 last, had gross deposits slightly under 2371!3 millions of dollars 
while the next largest American bank carried gross deposits of 1801, million 
dollars. * * 

‘*In the matter of paid up capital and reserve, however,the American banks compare 
most favorably with those of London. The largest capital and reserve account re 
ported by any London bank is that of the London County and Westminster, with 
38% million dollars capital and reserve. The largest American bank reports 543, 
millions capital, surplus and profits, and the next largest Americen bank reports over 
4) millions capital, surplus and profits. The proportion of these items to deposits is 
therefore very much larger in the case of our banks than seems to be the rule in 
London. * * 

‘*In the case of the American banks, or at least the banks in the central reserve 
cities, an actual cash reserve of 25 per cent. is required agaiust their deposits, but in 
their reports they do not separate the amount of money at call from their regular loans 
and discounts. The proportion of assets carried under the head of investments is 
very much smaller in America than in London. London banks are carrying 16 to 17 
per cent.reserve in cash, against deposits, while the money at call constitutes an additional 
14 per cent. The English banks for a year or more past have been regularly increas 
ing the amount of cash on hand, and this item will probably grow larger from year 
to year until it is more in proportion to the legal American requirement. 

Turning from individual to general comparisons, it may be said that the total 
deposits of all the London joint stock banks at the close of the year were a little less 
than 5371 millions sterling. No ofticial comparison can be made with the New York 
City institutions, national banks, state banks, trust companies, etc., on that date. 
but taking the reports of the regular Clearing House banks, and all the outside insti 
tutions in the city not reporting to the Clearing House, as of January 29 last, the com- 
bined deposits figure up approximately 2,475 millions of dollars, or 495 million pounds 
sterling. This is only 210 million dollars less than the total deposits of London 
banks, but the New York banks have frequently exceeded the English total. 

‘‘While it is interesting to deal in large figures, we cannot do better than to end 
this article with a quotation from The Economist. ‘After all, the main question is 
not which is the biggest, but which is the best bank.’ ’-- 7he Frnancéer. 
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Paying ‘Teller’s Department. 


CONDUCTED BY 


M. F. BAUER, 


Teller of the American Exchange National Bank, New York. 
PART XII. 


FTER the teller has examined the check as to date, amount, 
signature of drawer, payee, and is satisfied that the account is 
good, and has thereby convinced himself that payment of the 
check is in order, he either asks the person presenting it how 

the money is wanted, or he refers to the memorandum or schedule 
which has been handed in withthe check. This schedule or requisi- 
tion of the money required may be made out either on the back of 
the check, or filled inon blanks specially made for this purpose, and 
which are supplied in pads by the bank. These blanks, or pay-roll 
slips, indicate not only the denominations of the bills and coin, but 
also the amounts of the various packages in which the various denomi- 
nations are wrapped. 

Customers conforming as much as possible to complete packages 
economize in time both for themselves and the teller and minimize 
the possibilities of errors, for all packages represent proved money. 
It is true that not every pay-roll schedule can be made up of all even 
amount packages, for there may be one and possibly two odd lots, 
but there is absolutely no reason why customers should entirely dis- 
regard so valuable a time-saver as to make every denomination an 
odd amount, unless the amounts are too small to permit the use of 
packages. 

The way to accomplish this expediting of business, is of course, by 
educating the public, and that can easily be done by the bank dis- 
tributing to those customers who may require them these pay-roll 
slips in which the system of making up the even packages in use in 
the bank is concisely and clearly explained. 

There is probably no bank of standing whose business does not 
include a considerable number of accounts which are drawn upon for 
pay-roll purposes, and with the larger banks in commercial centers 
like New York or Chicago the paying out of pay-roll money consti- 
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tutes a very considerable part of the paying teller’s work. One 
must appreciate this fully in order to see how every detail which 
facilitates, simplifies and expedites that pay roll work is an item of 
substantial economy for the bank; it saves time and routine work 
for the Teller; it relieves all customers from wasting their time in 
waiting in line while some complicated pay-roll is being made up, 
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and it economizes the strength and mental effort of the Teller. The 
making up of these even packages of currency can be left to clerks; 
and, in the case of the coin, it can even be left entirely to machin- 
ery. The counting of money as such is a strain on the Teller’s mind 
which if temporarily relieved will preserve his vitality and lengthen 
his usefulness. It will accomplish a welcome relief and relaxation 
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for the Teller, whereas the all-odd-lot system is little more than 
wearisome drudgery. 

The first thing, therefore, is to compare the amount of the check 
with the total amount of the schedule either on the slip or on the 
back of the check. The process then begins by bringing the various 
lots of money called for together on the desk. When this is com- 
pleted the schedule is no longer referred to except that when proving 
the money the different lots are listed in bulk or groups on the 
slip, are footed together, and the total of this new list is compared 
with the amount of the check. 

In order to make myself clear I have given here two specimens 
of the same pay-roll; the first perhaps requiring a great deal of time 
by the maker to figure out exactly the required number of each de- 
nomination, while the other attains practically the same results with 
great economy of time to both parties, together with all lots of mon- 
ey strapped in packages previously proved. The Teller begins at 
the top of the list by counting out his hundreds, and fifties; then he 
picks out his twenties, tens, and so on down the line to the ones. 
The silver is next, beginning with the halves, quarters, etc., down to 
the pennies. Now all the money lies before him. He may, though 
not usual, want to count over the silver again, or put it down as 
one amount, namely, $76.75. He now proves his packages of bills 
by beginning at the other end with the ones and twos which he 
groups and finds amount to $825; this amount is put under the first 
or coin amount. He then counts the fives and tens together and 
finds they amount to $8,450, which he puts under the other amounts. 
Next he counts the twenties, fifties and hundreds together, beginning 
with the twenties and counting the fifties and hundreds on top, which 
he finds amount to $4,700, and likewise puts it down. Now he adds 
these four amounts together and compares the total with the amount 
of the check. If they agree there is little likelihood of an error, for 
he has changed his combinations by reversing the count and further 
has thereby proved the footing of the schedule. If a discrepancy 
exists it is readily located. The recapitulation can be done either on 
the slip or the check; the latter, I think, is preferable. 

(To be Continued.) 


HENRY S. REDMOND. 

Henry S. Redmond died February 25 at Miami, Fla., whence he had gone for 
his health. Mr. Redmond was the senior member of the banking house of Red- 
mond and Company, New York; he was born in Orange, N. J. in 1866; he wasa 
director of the Equitable and Fifth Avenue Trust Companies, the Atlas and Federal 
Insurance Companies, and a member of many representative New York clubs; he 
had devoted much attention to yachting. Mr. Redmond’s death was due to heart 
disease; he had been ill for several months and had gone to Florida in January, but 
failed to respond to the change of climate. 
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Devoted to Matters of Especial Interest to 


SAVINGS BANKS AND TRUST COMPANIES 


Conducted 
BY W. H. KNIFFIN, JR. 


Cashier of the Home Savings Bank, Brooklyn, N.Y. 


LITTLE POINTS IN LAW FOR SAVINGS BANK MEN. 


Based upon Court decisions.) 
No. 3. 


In making loans to societies, churches, etc., for which individuals become 
sureties, care should be taken that the liability of the sureties is not allowed 
to become void by operation of the Statute of Limitations. Payments of in- 
terest may be made éy such sureties for the mortgagor, and yet made in 
such manner as to ultimately relieve the surety of liability. 


N MAKING mortgage loans to societies, churches and other 
like organizations, it is the custom of savings banks, in- 
dividuals and other institutions to require that responsi- 
ble individuals sign the bond, becoming personally hold- 
ing for the debt. Such procedure is intended to bind 
them as individuals and not simply as officers of the or- 
ganization. Inthe event of foreclosure the lender would 
naturally look to the sureties for the deficiency; and, con- 
fident of its ultimate payment (if sureties are still respon- 

sible men) pay little or no attention to the changes taking place in his 
security due to the lapse oftime. Let us review such a case and see 
where a savings bank stands in such an emergency. 

The facts in the case were as follows: The New Paltz Literary 
Association borrowed $3,000 from the Ulster Co. Savings Institution, 
of Kingston, N. Y. Among others, Solomon Deyo signed the bond. 
The loan was made in 1871, and ran until after 1903, when foreclos- 
ure proceedings were instituted, and it was sought to hold the estate 
of Mr. Deyo for the deficiency. Mr. Deyo was treasurer of the as- 
sociation, collected the rents from the property and periodically 
paid the interest to the bank with a check of the mercantile firm of 
which he wasa member, and received proper receipt in the name of 
the society. 

The bank did not know that Mr. Deyo was treasurer of the society, 
and sought in vain to establish its case on the point thatin making 
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such payments of interest the obligation was renewed and the estate 
was still liable on the original bond. 

The law in the case briefly stated is this: The burden is always 
on the party seeking to charge another to show that the payments 
necessary to take the debt out of the statute were made by the debt- 
ors for his own account and with reference to that particular debt 
(Matteson v. Palser 56 App. Div. N. Y. 97). 

And, further, ‘‘It is the settled law of this state that payments 
made by one joint contractor cannot save from the Statute of Limi- 
tations a claim against another joint contractor, and that payments 
made by the principal debtors cannot save from the statute a claim 
against the surety; and it makes no difference that the payments were 
made with the knowledge of the other party liable for the debt. To 
make payments effective against a party to save a claim from the 
statute, they must have been made dy him or for him by his author- 
tzedagent, First Nat. Bank of Utica v. Ballou, 49 N. Y. 155. 

But in all cases to make the payments effective they must by pre- 
vious authorization or subsequent ratification be the payments of the 
party sought to be effected by them (Matter of Petrie, 82 Hun 62). 

The court found that Mr. Deyo ad not recognize this as a person- 
al debt, nor did he make an implied promise to pay it. The organiza- 
tion seems to have been in ‘‘status quo,” and Mr Deyo collected the 
rents, mingled the money with his own and paid the bills, and to a 
sum in excess of the receipts. He paid as freasurer and not as Mr. 
Deyo. The act was the act of a society and not of an individual for 
which it received due credit and proper receipt. 

Whether or not Mr. Deyo appreciated his ultimate liability for 
this debt (as the dissenting justice claimes his actions indicated) is 
not a matter of record, but the moral would seem to be that a savings 
bank wishing to avoid such losses should either leave society mort- 
gages severely alone or look well to its bond and see that it is kept 
alive and in full vigor. The bank lost its case. November, 1906. 
Ulster Co. Savings Inst. v. Deyo, 116 N. Y. App. Div. 1.; aff'd 191 N, 
Y. 505. 


————S 


THE REDUCTION OF THE INTEREST RATE BY NEW YORK SAV- 
INGS BANKS. 


The most important event in the savings bank world during the 
year 1909 was the reduction in interest rate by five New York sav- 
ings banks. Over two hundred and fifty thousand people are imme- 
diately affected by such a reduction, and the hundreds of thousands 
who deposit in other banks are more or iess interested in such a 
movement. The institutions that have made such reduction are, the 
Bowery Savings Bank with deposits of $104,458,924; (January 1, 1909) 
The Dry Dock Savings Institution with $34,642,182; the North River 
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Savings Bank with $8,328,619; the Union Square Savings Bank with 
$8,725,288, and the Italian Savings Bank with $1,716,259, making a 
total of $157,871,272. So far as the writer is aware, all other banks 
in New York and Brooklyn have announced four per cent. dividends, 
and the reduction at this time will, therefore, not financially affect 
the great host of savings bank depositors; but this is doubtless only 
a beginning, and ultimately many more will take like action. 

It is not an easy task to explain to the average man why he should 
get four per cent. in one bank and only three and one-half in the 
other, and especially if the latter has a fine banking house, and has 
the reputation of being extravagant in this line of investment. And 
it must be remembered that this reduction works backwards,—that 
is to say, it affects all deposits made since July 1st, 1909, and the de- 
positor who left a thousand dollars last July and counted on receiv- 
ing credit for twenty dollars in January, will be disappointed to the 
extent of two dollars and fifty cents. And he will not only *‘wantto 
know,” but may also want his money, and,it is understood that these 
banks were prepared for heavy withdrawals. 

But from unauthentic sources, it has since been learned that the 
heavy withdrawals did not materialize. One of the banks actually 
made gains during the ten day period, and another lost but $70,000 
during the same time, and none were as ‘‘ hard hit”’ as anticipated; 
which would seem to indicate that depositors are influenced by other 
considerations than the mere rate of interest. 

In 1906, 23 out of 49 savings banks in New York and Brooklyn 
paid a straight four per cent. rate; 10 paid 3% %; 13 paid 3% and 4 
per cent. (4 per cent. up to a certain limit, and 3% per cent. on the 
overplus); 2 paid 3 and 4 per cent., and one paid 3 and 3% per cent. 
In 1907, 41 out of 51 paid 4 per cent; 6 paid 3% and 4; 1 paid 3, 3% 
and 4; 2 paid3%, and 1 paid 3 and 4. In 1908, all du¢ one paid 4 per 
cent. In 1909, a// paid 4 per cent., and in January, 1910, all but the 
four above mentioned paid 4 per cent. 

Of those who have been prominent in the campaign for a reduc- 
tion, none have been more outspoken, nor more often in the public 
eye than Ex-Superintendent Clark Williams and Mr. John Harsen 
Rhoades. Mr. Williams lost no occasion during his term as bank 
superintendent to speak against the practice of paying high interest 
rates. In his last report to the Legislature he said: ‘‘It is contem- 
plated in the legislative scheme that the savings bank shall distrib- 
ute among its depositors its actual earnings after making proper res- 
ervation for the maintenance and stability of the corporation. So 
long as due consideration is given to safety and stability, the deposi- 
tor is entitled to receive interest at the rate warranted by the bankis 
earnings, but there is no economic analogy which justifies a bank of 
discount in paying 4 per cent., because a savings bank in the same 
locality pays at that rate. It was not contemplated by the statute 
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that it should do so, and the only reason for so doing is a desire to 
compete with the savings bank for deposits naturally belonging to 
the latter."" And again, in speaking before the New York Savings 
Bank Association in May, 1909, he said: ‘*‘ But what is the condition 
at the present time regarding the savings banks of New York? We find 
by a comparison of the deposits with the percentage of surplus which 
our savings banks have laid away from year to year, a most remark- 
able diminution. You are doubtless familiar with the statements 
which show this result. Suffice it to say that on January Ist, 1890, 
the percentage of surplus to deposits was seventeen per cent., and 
practically each year since that time there has been a decrease until 
now it is at seven per cent. Whatever be the reason for this de- 
crease, with the falling rate of interest on conservative investments, 
this disregard of surplus in the payment of high interest rates would 
in time result disastrously for the depositors. 

‘I am not impressed with the argument that because certain 
banks are paying at the rate of 4 per cent. all should, and converse- 
ly, because certain banks are paying at the rate of 3% % per cent., all 
should. Conditions in banks may differ, and tt is for the trustees in 
every savings bank to determine for themselves the proper rate of inter- 
est to pay depositors, taking into consideration, as they must, the abso- 
lute safety of the principal and the maintenance of the proper surplus 
reserve, to which the present depositor may in fact properly contribute 


for the benefit of posterity. 1 consider it my most pressing duty to 
endeavor to effect a general reduction of the rate of interest in our 


institutions throughout the state, not only in the interest of the cor- 
porations themselves, but in the interest of those who have intrusted 
their funds to these depositories for safe keeping. 

“Tf it ws right that the interest rate in your bank should be reduced, 
it lies with you to answer with your good judgment in the interest of 
those who have intrusted and shall intrust their savings to your care 
regardless of the action of your neighbor. If your institution will be 
any stronger at the present time or in years to come, if you reduce your 
interest rate, it ts clearly your duty to adopt that policy.” 

MR. RHOADES’ ARGUMENT FOR A REDUCTION. 

In the North American Review for December, 1908, under the 
caption, ‘‘ The Solvency of Eleemosynary Savings Banks” Mr. 
Rhoades showed that the market surplus of the savings banks of 
New York State decreased from 17.74 per cent. on January Ist, 1887, 
to 7.55 per cent. on January Ist, 1909,— a shrinkage of more than 50 
per cent. due toa large increase in deposits, and a coincident decline 
in the market value of past investments. In this paper it was aimed 
to show that the prevailing rate of 4 per cent. was no longer consist- 
ent with safety,— the term ‘‘safety”’ meaning an adequate surplus 
fund to meet market declines in bond values. 

Mr. Rhoades, in a subsequent pamphiet, circulated freely among 
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the savings banks, under the title ‘Safety of Principal” says: ‘‘It 
is unfortunate that this agitation has stopped, because to re awaken 
it, one may be forced to disclose additional facts, facts which need 
not-necessarily be in the possession of the non-intelligent depositor. 


‘*The following significant fact, however, was intentionally omit- 
ted, that the average market surplus shown on January Ist, 1908, 
6.03 per cent. of deposits, low as it was, would not have been so 
large tf the banks had appraised their resources strictly upon current 
market values. In truth, it is conservative to say that at least 30 per 


cent. of our savings banks, (estimates vary between 25 per cent. and 
50 per cent.) would have revealed deficits. 

‘*The panic of 1907,” continues Mr. Rhoades, ‘‘ showed clearly 
that many a strong banking institution was obliged to render assist- 
ance to its weaker neighbors, and trustees must not forget that, if a 
crisis came, the stronger banks would be forced, for their own pro- 
tection, to lend assistance to their weaker sisters. I/IZy ¢s it not bet- 
ter for the stronger banks to reduce rates, and lend that assistance to- 
day ? Although we know that it is imperative that the weaker 
banks reduce their rates at once, still we are conscious that it is more 
difficult for a weak institution to do so than for a strong one. If the 
situation had been different, if only one or two savings banks had 
been in that awkward position on January Ist, 108, the apathy shown 
by the stronger banks today would be justifiable, but is it excusable 
when we consider the status of the case? It may seem on its face 
unreasonable and unjust to its own depositors that a savings bank, 
carrying a market surplus equivalent to 10) per cent. of its deposits 
should be asked to reduce its rate of interest for the sake of others, 
but let it be remembcred that this institution ts one of a chain, and in 
acting for the best interests of all concerned, tt ts acting for tts own.” 

Mr. Rhoades is of opinion that ‘‘a conservatively managed insti- 
tution should strive to carry under normal conditions a market surplus 
equivalent to at least 10 per cent. of its deposits.” 

A TEN PER CENT. SURPLUS NOT REQUIRED. 

In a rather unique analysis of the subject, Mr. Henry Fletcher 
shows that a ten per cent. surplus is not required to insure solvency. 
Briefly stated his argument is this: Inthe panic of 1907 there was 
a break of one and one-half percent. inthe surplusof New York sav- 
ings banks due to panicy conditions; and upon this basis the severest 
strain put upon such institutions would never be much over two rer 
cent., and without allowance for increase in deposits a 2 per cent. sur- 
plus would be the minimum. 

Real estate mortgages do not fluctuate in value. The losses from 
this source have been so small as to be of a negligible quantity and 
inasmuch as the bond investments which do fluctuate in value consti- 
tute but 42 per cent. of the entire assets of the banks, a surplus of 5 
per cent. based on gross assets would, by this rule, be equal] to more 
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than ten per cent. of the bond investments, for whose protection a 
surplus is maintained. 

The point would seem to be well taken and eliminating the mort- 
gages, a surplus of 10 per cent. of the bond investments would be 
ample to insure solvency at all times short of universal bankruptcy. 

MAINTAINING THE SURPLUS. 

Any discussion that has to do with savings bank interest rates must 
necessarily deal with the surplus, and vice versa, for high rates mean 
low surplus, and, reversely, low rates larger (or the opportunity to 
build up larger) surplus funds. 

The point is not: Caz the banks pay four per cent., but can they 
afford to pay this rate and fully protect the depositor’s money? Para- 
doxical as it may seem, a bank may, in the common parlance, become 
stronger and at the same time become weaker. By ‘‘stronger”’ is 
meant larger in resources; by ‘‘ weaker” is meant that it cannot, or 
does not as fully reinforce each dollar as it has formerly done. To 
illustrate: A bank with deposits of $6,000,000 holds a ten per cent. 
surplus; therefore it ‘* backs up” each dollar with ten cents. It de- 
clares a 4 per cent. dividend, which, by experience, we find costs the 
bank from 3.60 to 3.70 per cent. (some savings banks run as high as 
3.85); taking the former figure as a basis the dividend for the year 
would be $216,000. It therefore automatically expands its liabilities 
in thatamount. Inorder, therefore, to keep the same ratio between 
surplus and deposits, it must add $21,600 to the surplus, or 7¢ does 
not protect each dollar with ten cents, and it has become a ‘‘ weaker” 
bank. And this is just what the savings banks of New York State have 
been doing. Whereas twenty years ago they supported each dollar 
with fifteen cents, now they have but seven cents. Some banks have 
still the fifteen cents, to be sure; but others have less than one cent: 
and it is for the good of all that this question has come to the fore. 

A perusal of the savings bank statements with this idea in mind 
will develop some interesting situtations. For instance, a bank start- 
ing the year with a surplus of less than one per cent. and adding over 
four hundred thousand dollars to its deposits, and in the meantime 


adding but fen thousand dollars to its surplus fund, is not by that 


process building a strong bank. A ‘‘ bad year” may be better fora 
bank than a *‘ good” one; large increase in deposits does not always 
make for strength. 

Take an illustration: A large bank in New York State has made 
no gains over the counter for over two years. With the addition of 
interest it manages to ‘‘ break even” at the end of the year. It has 
not increased its deposits one dollar, but rather lost in this line; but 
in the interim it has added from three to four hundred thousand dol- 
a year to itssurplus—simply had to, and it finds its surplus mount- 
ing up, due solely to the fact that its deposits remain stationary and 
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its earning power goes on, like the proverbial river, forever Sucha 
bank, starting with a ten per cent. surplus could add $4,000,000 a year 
to its deposits and not change the ratio between deposits and surplus. 
But there are few such. 

Undoubtedly there are banks that can maintain a proper surplus and 
pay the four per cent. rate; but there are as many thatcannot. The 
layman cannot understand the savings bank view point on this ques- 
tion, as his mental attitude isdifferent. He wants the Aigh rate irre- 
spective of whether it is a safe rate or not. He cares not so much 
for the system ashe does for ‘‘hzs system"; and so long as ** hissystem ” 
is satisfied, he cares little how those results were obtained. And it 
is generally accepted that the reduction was for the benefit of the 
New York Savings Banks asa whole, as well as for the good of the 
individual banks. 

It is understood that the Rochester savings banks have also cut 


their dividends. These banks for some time paid a double rate, 4 per 


cent. up to $800 and 3% per cent. on amounts over that figure. Other 
up-state banks are also debating the question seriously , and next July 
will doutless witness further additions to the 3'% per cent. ranks. 
As Mr. Williams suggests above, each bank is a law unto itself in this 
matter, and an absolutely uniform rate has not in the past, and will 
not in the future, become universal throughout the state, and the 
depositor with money in hand seeking a four per cent. bank will still 
be able to find such an institution open and doing business, and one 
in which he may place his implicit confidence as weil as his money. 
Savings banks are not, or should not be, competitors, but co- 
workers, each cultivating itsown field. The ‘‘spirit of commercialism” 
which has unconsciously developed in some quarters is not of the 
banks’ choosing, but rather forced upon them by the wild scramble 
of the public for higher interest rates; and many a bank has been 
actually forced, for the sake of its life, to pay the going rate of interest, 
irrespective of additions to surplus and net earning power. And it 
needs no argument to demonstrate that as long as the leading bank in 
a community sets the pace, others must conform thereto or suffer in 
consequence. There are many good banks in the greater city that 
have steadily adhered to the four per cent. rate. Whether in the face 
of this preponderance of four per cent. banks any great number will 
be brave enough to make a cut remains for the future to determine 


—_—_—_—_———— 


PENNSYLVANIA BANKERS’ UNION. 


It is reported from Reading, Pa., that fifty banks in Pennsylvania, New York 
and Maryland have affiliated under the above caption for mutual protection and aid. 
The methods to be employed are, it is said, similar to those of the Metropolitan 
banks. It is proposed that they buy securities as a unit and thereby secure a higher 
class of securities and better rates, also to gradually build up a guaranty fund so 
the depositors of the several institutions may be secured against loss. The union 
was brought about by bank organizers from Washington, D.C. Addresses were 
delivered by a Pennsylvania Congressman and bankers from Philadelphia and New 
York City. 
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HOW A PRACTICAL BANKER REGARDS THE VIEWS OF AN EX-SENATOR OF THE 
UNITED STATES. 


Francis B. Reeves, president of the Girard National Bank, Philadelphia, in a 


letter to the Public Ledger, says: 

‘+ One might imagine that an ex-Senator of the United States would know enough 
to do it well when called to write upon an important public question for so reliable a 
magazine as the North American Review. of New York. 

‘In an article in the January number of that periodical by ex-Senator William 
\lfred Peffer the writer’s latitude between fact and fancy is ocean-wide. The Sena- 
tor’s argument, intended to favor a Government central bank, starts out with the as 
sertion that ‘sucha bank would reduce the rates of interest to all borrowers and make 
them uniform throughout the country,’ an absolute impossibility. I quote his words: 

‘The general Government, throughits branch banks allover the 
country, may loan its Own money to the people at its own rate of in 
terest, as was done by the United States Bank and its branches from 
1791 to IS11, and again from 1816 to 1836. 

‘He avers that these old-time United States banks were very popular, ignoring 
the fact that both of them became engines of destructive financial methods and were 
put out of business by popular vote. The following quotations from Mr. Peffer’s con 
tribution are sufficient to make it clear that the cause of a Government central bank 
of issue must have wiser advisory theorists than the aged ex-Senator from Kansas. 
For mathematical errors and confused comprehension of monetary statistics the fol 
lowing statement is unmatchable: 

‘On the fourth day of September, 1906, our national banks—6137 
in number—reported their loans and discounts for that day alone, to foot 
up S4,298,985,316 (cents omitted). 

‘If that day’s work netted only 1 per cent. the figures would show 
$42,989,833. Twenty such day's work would have paid the net ordin 
ary expenses of the Government for any one year since 1865.’ 

** The item, loans and discounts, cited by the Senator, as every plain business 
man knows, were the official figures of the Comptroller of the Currency, representing 
the total of loans, discounted paper and investments in bonds and stocks, exclusive 
of Government bonds owned as security for circulation, on the books of the 6137 
national banks at date named, resulting from the business of several months as to 
loans, or of years in case of bonds. It is safe to say that the sum stated representeu 
three or four months’ business, instead of one day's business, as imagined by the Sen 
ator. Again, declaring that 3 per cent. per annum on business transactions is a high 
enough rate to charge all borrowers, and that 1 per cent. is the full cost of carrying 
on a bank’s business, he says: 

‘Recurring to the day’s work of the national banks, September 4, 
1906, amounting to $4,298,983,316, 3 per cent. on that amount gives 
us $128,969,499. as income for one day, and six such days would have 
paid all the disbursements of the general Government for the whole year 
1906. * * * Thereis not coin enough in the country to supply the de- 
mand for thirty minutes when one day’s business of one-fourth of our 
loan agencies puts out four billion dollars during the business hours of 
a single day.’ 

*-According to these figures these banks would lend in one year (Sundays and 


holidays omitted) more than thirteen hundred billions of dollars. Thus the Senator 
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figures it that the profits of the 6137 national banks, comprising only one-fourth of 
our loan agencies, received an income (profits) equal to forty billions of dollars per 
annum, or about 9000 per cent. upon their total capital, which, on the date mentioned, 
as per Comptroller's report, was $448,858,492. Their annual profit on this basis ex 
ceeds four times the amount of money there is in the world. 

‘» No less peculiar are Mr. Peffer’s ideas as to the expenses of doing a banking 
business. In this connection Mr. Peffer says: 

‘ If the difference between what is a fair and reasonable rate of inter- 
est and what is actually paid by the borrowing public were paid into 
the public treasury * * * taxation would be abolished and the tariff 
question would cease from troubling. It would more than pay all nec- 
essary expeuses of the national Government from year to year. One per 
cent. ina loaning establishment doing a large business will pay all nec 
essary expenses, rent, taxes, wages, stationery, postage, etc., leaving 
balance of the income as profits.’ 

‘+ By his ‘ ete.,’ we are to understand all other costs of doing the business, in 
cluding interest paid by the bank on deposits, Government and other examinations. 
exchange, or cost of collecting foreign items from all over the country, Clearing 
House expenses, pensions to disabled employes and many other items. Banks pay in 
terest on inactive accounts, deposits of other banks, trust companies, States and cities. 
In Philadelphia the banks collect checks and drafts from near and far at enormous ag 
yvregate expense without charge. When bad debts, which every business concern en 
counters, are added the entire cost of doing business will amount to 40 per cent. of 
gross profits, leaving for net profits only a reasonable dividend for its owners with such 
fairly good accretion to surplus account as is reserved by every safe, prudent business 
concern on earth, and which is essential to the establishing of public confidence in 
the banks. 

‘* While the business of a bank, judiciously managed; is a profitable one, its ne 


percentage of profits is less than that of many another business. And all this implies 


that the rate of interest earned by the banks should average 4 to 6 per cent. on the 


loans and investments instead of the Senator's 3 per cent. gross. If rate were res 
tricted by law to 3 per cent. every bank in the country would go into voluntary liqui- 
dation within a year. - A Government central bank of issue might survive a few vears, 
but not many.” 


=... 


SENATOR ALDRICH SPEAKS. 


In an address delivered before the Economic Club, Providence,Senator Nelson W. 
Aldrich, chairman of the National Monetary Commission, predicted that the outcome 
of the wide discussion of a monetary system would be a compromise between the ad 
vocates of the various plans. He created the impression that he strongly favored a 
central bank. During his address he said: 

‘*T hope to live to see New York, Boston or Philadelphia the financial center of 
the world. * 

‘* From Mexico to Cape Horn there are great nations that ought to be allied to 
us. You cannot imagine the possibilities of trade in the Orient and in reawakened 
China. But we can never trade successiully with them until the United States, by 
virtue of its great resources, becomes the financial center of the world. * * 

‘: The worst blow to the prestige of the United States would come if we admit 
ted that we could not settle this question without the influence of politics.” 
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OUR BANKING PROBLEMS. 


Former Congressman Robert W. Bonynge, a member of the National Monetary 
Commission, delivered an address at a recent meeting of the Winter Night Club in Col- 
orado Springs on ** Our Banking Problems.” While Mr. Bonynge did not commit 
himself to any program of reform, his speech showed a tendency to favor the central 
bank plan. In part he said: 

*» With us there is no institution or combination of institutions charged with the 
duty and responsibility of protecting the general credit situation of the country. The 
treasury attempts at times to discharge that duty, but it is not so constituted, and can 

ot be, as to enable it to perform that business function in an effective manner. 

‘Each of our 25,000 independent banks is required by the form of its organi 
zation to protect itself regardless of the general credit or monetary situation of the 
country 

** The two principal defects, then, in our banking system, in the order of their 
importance, as I view them, are, first, the total failure to provide any means whereby 
the banks ean co-operate for the maintenance of credit and the utilization of our bank 
ing resources; and, second, the inelasticity of our bank note currency. The correc 
tion of the latter very largely depends, in my judgment, upon a proper correction of 
the former: in fact, | believe that if the first defect be properly cured, the solution of 


il our other banking problems will naturally follow.” 


RESERVE AGENTS RECENTLY APPROVED. 


Chase National Bank, New York, has been approved by the Treasury Department 


as reserve agent for: Bank of California N. A.. San Francisco, Cal.: First National 
Bank, Sebastopol, Cal.; Peoples National Bank, Fairmont, W. Va.; First National 
Bank, Hannaford, N. D 

Irving National Exchange Bank, New York, has been approved by the Treasury 
Department as reserve agent for: Blackstone Canal National Bank, Providence R. L.; 
Farmers Deposit National Bank, Pittsburg, Pa.; Bank of California N. A., San 
Francisco; Rahway National Bank, Rahway, N. J.; National Loan and Exchange 
Bank, Columbia, 8. C.; First National Bank, Fernandina, Fla. 

Mechanics and Metals National Bank, New York, has been approved by the 
Treasury Department as reserve agent for: American National Bank, Indianapolis, 
Ind.; National Copper Bank, Salt Lake City, Utah; Peoples National Bank, Manas 
sas, Va.; Merchants National Bank, Hampton, Va.; Manchester National Bank, Man- 
chester. Va.; Fulton National Bank. Atlanta, Ga.; National Bank of Tifton, Ga. ; 
First National Bank, Calumet, Mich.; Gogebic National Bank, [ronwood, Mich. ; 
First National Bank, Portsmouth, Va. 

Mecantile National Bank, New York, has been approved by the Treasury De- 
partment as reserve agent for: National Exchange Bank, Baltimore, Md.; Cherokee 
National Bank, Rome, Ga.; National Bank of Lakeport, N. H. 

Merchants National Bank, New York, has been approved by the Treasury De- 
partment as reserve agent for: Farmers Deposit National Bank, Pittsburg, Pa.; Na- 
tional Loan and Exchange Bank, Columbia, 8. C. 

National Park Bank, New York, has been approved by the Treasury Department 
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as reserve agent for: Fulton National Bank, Atlanta, Ga.; Bridgehampton National 
Bank, Bridgehampton, N. Y. 

Seaboard National Bank, New York, has been approved by the Treasury Depart- 
as reserve agent for: American National Bank, Holdenville, Okl. 

Franklin National Bank, Philadelphia, has been approved by the Treasury De 
mnentpartment as reserve agent for: First National Bank, Montgomery, Ala. ; Peoples 
National Bank, Fairmont, W. Va. 

Fourth Street National Bank, Philadelphia, has been approved by the Treasury 
Department as reserve agent for: First National Bank. Ithaca, N. Y.: Westchester 
County National Bank, Peekskill, N. Y. 

Girard National Bank, Philadelphia, has been approved by the Treasury Depart 
ment as reserve agent for: Rutherford National Bank, Rutherford, N. J.:; Citizens Na 
tional Bank, Lehighton, Pa. 

Philadelphia National Bank, Philadelphia, has been approved by the Treasury De 
partment as reserve agent for: National Bank of Commerce, Rochester, N. Y. 

Mellon National Bank, Pittsburg, has been approved by the Treasury Department 
as reserve agent for: Second National Bank, Brownsville, Pa.: First National Bank, 
Brownsville, Pa.; First National Bank, California, Pa. 

Commercial National Bank, Chicago, has been approved by the Treasury De 
partment as reserve agent for: Fulton National Bank, Atlanta, Ga.; First National 
Bank, Vincennes, Ind.: First National Bank, Murphysboro, Ills.; Farmers National 
Bank, Aledo, Ills.; First National Bank, Albany, Ills.: Grundy County National 
Bank, Grundy Center, Ia.; First National Bank, Morrill, Neb.: First National Bank, 
Ludington, Mich.; First National Bank, Roundup, Mout. 

Continental National Bank, Chicago, has been approved by the Treasury Depart 
ment as reserve agent for: National Exchange Bank, Roanoke, Va.; Farmers Na 
tional Bank, Springfield, O.; Farmers National Bank, Aledo, Ills. 

Fort Dearborn National Bank, Chicago, has been approved by the Treasury 
Department as reserve agent for: National Copper Bank, Salt Lake City; National 
Bank of Columbus, Ga.; First National Bank, Dahlgren, [ll.; First National Bank, 
Crandon, Wis.: First National Bank, Hibbing, Minn.: St John National Bank, St. 
John, Kas. 

National Bank of the Republic, Chicago, has been approved by the Treasury 
Department as reserve agent for: Bank of California N. A:, San Francisco: Alliance 
National Bank, Alliance, Neb. ; First National Bank, Marinette, Wis. 

National City Bank, Chicago, has been approved by the Treasury Department as 
reserve agent for: Tazewell County National Bank. Delavan, Ills. 

National Bank of Commerce, St Louis, has been approved by the Treasury De 
partment as reserve agent for: First National Bank, Porter, Okl.; First National 
Bank, Cowgill, Mo.: First National Bank, Crossville, Ills.: First National Bank, 
Seminole, Okl.; First National Bank, Vincennes, Ind.: Exchange National Bank, 
Tulsa, Okl. 

Third National Bank, St Louis, has been approved by the Treasury Department 
as reserve agent for: Northwestern National Bank, Minneapolis, Minn.; Union Nat 
ional Bank, Macomb, Ills.; Commercial National Bank, Hutchinson, Kas.; First Na 
tional Bank, Eureka Springs, Kas.; First National Bank, Clarksville, Tex. 

Security National Bank, Minneapolis, has been approved by the Treasury Depart 
ment as reserve agent for: First National Bank, Stewartsville, Minn. ; First National 
Bank, Courtenay, N. D.; First National Bank, Turtle Lake, N. D.: First National 
Bank, Hannaford, N. D. 
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This department places at your service able legal talent 
and experts on banking and financial matters. Inquiries 
from our subscribers are answered free. Name and ad- 
dress is published unless otherwise requested. An- 
swer, when unpublished or made by wire or letter, is 
charged for at a moderate rate. 


CAUTION. 
In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrument, or to any 
paper or document, a copy shonid be sent, also copies of lettters having reference to the transac 
tion out of which the question arises 


ASSIGNMENT OF BANK ACCOUNT. 


Editor Banking Law Journal YOAKUM, TEXAS, January 9, IgIo. 

Dear Srr:——S. came here a stranger from Montreal, Canada, and deposited his 
check on Montreal for $103, for which he was given a deposit (duplicate) ticket 
‘conditioned that his check on Montreal be paid.” A few days after the deposit by 
S.. and before returns were received from Montreal, 8. bought bananas from a dealer 
L., and gave him his check on us for $99. S. knew the check would not be paid, and 
came to the bank with L., and we explained to L. that we could not pay his check 
for $99 until the Montreal check would be paid, to which L. consented, and we gave 
him a duplicate deposit ticket for 899, *‘payable if the Montreal check by S. is paid.” 
S. stopped payment of his check to L., which we had not paid, but had issued the 
deposit ticket as above stated. The Montreal check was paid. Now, should we have 
stopped payment of the check 8S. gave to L., or are we bound by reason of the dupli 
eate deposit check given to L. to pay the money over to him? 

Yours truly, VICE-PRESIDENT. 

Auswer:—The transaction amounted to an assignment by S. to L. 
to the extent of $99, and L. is entitled to the money. While the 
check itself does not operate as an assignment, the giving of the 
check, coupled with the issuance of a duplicate deposit ticket ‘* pay- 
able if the Montreal check by S. is paid,”’ at the instance of, or with 
the consent of, S., constituted an assignment of the fund when col- 
lected, enforceable in a court of equity. S., having made a valid as- 
signment, was not thereafter in a position to stop payment. 
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RIGHT OF DEPOSITOR TO STOP PAYMENT ON CHECK. 


THE BANK OF ATMORE, 
Editor Banking Law Journal ATMORE ALABAMA, February 11, 1910. 

Dear Sir:—A., who has funds in our bank, gives B. a check on this bank. B 
indorses the check and obtains the money from C. & Co. In the meantime, and be 
fore the check is paid by the bank, A. calls and asks that payment be stopped on 
the check, giving as his reason that it was in excess of the amount due B. by him, 
an error which he had discovered after giving B. the check. C. & Co., who are not 
aware of this, in due course of business bring the check to the bank and ask for 
credit for same, they being also customers of the bank. 

What is the proper course for the bank to take in the matter? 

I know A. has the right to say how and to whom his funds are to be paid. But 
after an innocent party has obtained his check and has given value received for same, 
who is responsible to this party for the money he has paid on the check? 

If the bank were to pay this check would it be responsible to A. for the amount 
of the check? Yours truly, E. F. Gotpsmrru, Cashier. 


Answer.—The bank should follow A’s instructions and refuse to 
pay the check. If the bank should pay the check, after payment had 


been stopped by A , it would be liable to A. for the consequences of 
such payment. It has been held that a check operates as an assign- 
ment, but the great weight of authority is against this view, andit is 
expressly provided in the Negotiable Instruments Law that a check 
of itself does not operate as an assignment. So that even where a 
bank refuses without reason to honor a depositor’s check the holder 
has no rights against the bank. The bank’s contract is with its de- 
positor, and when he directs that payment on a check be stopped, 
the bank ignores such directions at its peril. 


BANK’S LIABILITY ON CHECK WITH FORGED INDORSEMENT. 


THE GERMAN AMERICAN BANK. 
kditor Banking Law Journal. NEw YOrK, February 21, 1910. 

DEAR SIR :—In your February number you decide that the time limit of liability 
of a bank to a depositor on a ‘+ forged indorsement ” on a check is ‘‘ one year” after 
the return of the voucher, and quote section 326 of the Negotiable Instruments Law 
as your authority. 

This section makes the time limit of liability of a bank ‘+ one year ” for a ‘forged 
or raised check,” which we interpret as referring to the signature and amount of the 
check. Nothing is said about indorsement. Efforts have been made in the legisla 
ture to correct this, but so far without success. Are we correct? 

Yours truly, } F. FREDERICHS, Cashier. 

Answer.—We know of no decision in which the words ‘forged 
* * check” as used in section 326 of the New York Negotiable In- 
struments Law have been construed. In the absence of judicial au- 
thority we think it an open question whether the statute would cover 
a check bearing the genuine signature of the drawer and a forged in- 
dorsement. It may be argued that the drawer is acquainted with 
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his own signature and the amount for which his checks were drawn 
and that it is therefore reasonable to require him to give notice to 
the bank as to these matters within one year after the checks are re- 
turned, while it would be unreasonable to require him to investigate 
the genuineness of indorsements and give notice in the same manner. 
Nevertheless the legislature, instead of saying ‘‘forged signature of 
drawer,” the meaning of which would have been clear and unequivo- 
cal, used the ambiguous expression ‘‘forged * * check.” If any bank 
is sued for a payment made ona forged indorsement we would ad- 
vise it to make this statute one of its defenses, if it is in position to 
doso. Even if the statute had read ‘forged signature,” there is 
some authority for claiming that these words would have included a 
forged indorsement. For in People v. Chapman, (N. Y.) 4 Parker 
Crim. Rep. 56. it was held that an indorsement toa negotiable promis- 
sory note isa signature toa written instrument, within an act making 
it criminal to obtain the signature of any person to a written instru- 
ment by false token or pretense. 

In any event this point does not want to be lost. The statute 
does not require the action to be started within one year. Where 
the depositor has complied with the statute in the matter of giving 
notice to the bank he still has six years from the accrual of the lia- 
bility within which to commence his action. The liability accrues 
upon the making of a demand. 


POWER OF BOARD OF DIRECTORS. 


kditor Banking Law Journal. = , MINN., February I1, 1910. 

DEAR S1R:—In a small country bank where the affairs are in the hands of three 
directors, all of whom are officials in the bank, there is a decided rupture in the 
affairs in so far as the president and vice-president of the bank are desirous of keep 
ing the funds of the bank employed with paper of their own making, such as bonds 
of their own creation, notes of corporations which they own and control, as well as 
notes of their wives and clerks which they desire to guarantee by separate letters, al- 
so including notes of companies (partnership affairs) which they operate under cover 
of some title where their identity does not appear on the surface. All this class of 
paper is such that other banks would not take it, from what I am able to learn. 
The cashier, who is also third director, has employed the funds in paper of wholesale 
houses carefully selected and listed by reputable investment brokers without the con 
sultation of the other directors, owing to the fact that they wanted to load the bank 
with paper of their own making. 

What I desire to know is if they could oust the cashier from the service of the bank 
because of his employment of the funds in carefully selected assets; and, if they 
could do so before his term expires, if there is any way by which he could compel 
them to buy his stock at a reasonable price. The cashier owns about one-third of the 
stock of the bank. Yours very truly, CASHIER. 


Answer.—The cashier cannot compel the other officers of the 
bank to purchase his stock at any price. If, by the loans which they 
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have been making, they are disregarding the by-laws of the bank, 
or the statutes of the state, for instance, in making larger loans to 
particular persons than is permitted by law, he may brirg an action 
to restrain such mismanagement. 

Whether the board of directors may oust the cashier depends to a 
great extent upon the by-laws of the bank. The cashier has no in- 
herent authority to make loans of the bank’s money contrary to the 
directions of the board. If the by-laws give him no such authority, 
his failure to observe the wishes of the board in making loans would 
be ground for his removal, provided the board acted in good faith. 


STOPPING PAYMENT ON CHECK. 


iditor Banking Law Journal. COLORADO SPRINGS, COLO., Feb. 26, 1910. 

DEAK SIR:—What would be the law under the following circumstances: A cus- 
tomer issues a check after the closing hour of tbe bank one afternoon and sends in 
a stop payment thereon in the morning, previous to the time for opening the bank. 
In the meantime the holder of the check has brought it in a short time previous to 
the arrival of the stop payment order and the bank has cashed the check. Is the 
bank liable? 

We might add that it is the custom of the bank to accommodate its customers in 
the way of cashing their checks outside of regular banking hours, although the 
umount of this kind of service is limited. A READER. 

Answer.—The precise question does not appear to have been pass- 
ed upon by the courts. We are of the opinion, however, that, under 
the circumstances related,the bank is not liable. To hold the bank 
liable would be to hold that there is an implied agreement between 
the bank and its depositor that checks will not be honored out of re- 
gular banking hours. Asa matter of fact the implication, if there is 
any, is the other way, inasmuch as the practice of paying checks out 
of banking hours is not at all unusual. There are certain acts which 
can only be properly performed within the bank and during the hours 
ordinarily devoted to public business, and there are other matters 
which may be transacted equally well at all times and places. The 
distinction is a purely practical one,-arising from the intrinsic char- 
acter of the transaction itself regarded from a business point of view. 
Morse on Banks and Banking, § 168. While it is obvious that an 
officer of a bank ought not to pay a check while he is away from the 
bank, it is equally obvious that the payment of a check out ot busi- 
ness hours is not such an act as might reasonably be expected to 
prejudice the depositor. Paymentsare often made by drafts drawn 
and mailed after the bank has closed. It is true that a bank is not 
bound to honor a check presented out of business hours, but this rule 
is not one for the protection of the depositor. It is intended for the 
convenience of the bank and may be waived by the bank. 


. 





INQUIRIES AND CORRESPONDENCE. 


RIGHTS OF CREDITORS OF BANKRUPT. 


Editor Banking Law Journal. ———., MINN., February 21, 1910. 

DEAR SIR:—I would like t6 know on whom the duty of collecting double lia 
bility devolves on a Minnesota corporation which has been adjudicated bankrupt and 
the assets are insufficient to pay 100 cents on the dollar for the liabilities of the cor- 
poration. This case refers to a merchandising company. I know that in banks it 
is incumbent upon the Bank Examiner to see to it that each stockholder of record, 
who is able to pay, put up his double liability, but I do not know what the duties are 
as respects a merchandising company unless it is the duty of the Trustee in Bank 
ruptey. Will you please give me the legality of this, and how the company can be 
made pay without the creditors having to sue for recovery of double liability indi- 
vidually. BANK CASHIER. 

Answer.—Under the Matter of Crystal Spring Bottling Co., Vt., 
“6 Fed. Rep. 945, the creditors must themselves follow up their rights 
against those who are made liable by statute for the debts of the cor- 
poration. The trustee in bankruptcy would be the proper party to 
collect the double liability if such liability were an asset of the cor- 
poration. But it isnot anasset of the corporation. It isa right giv- 
en to the creditors in addition to their right to collect from the cor. 
poration. 

In the case mentioned, while it was held that the trustee in bank- 
ruptcy, acting under the direction of the court, was the proper per- 
son to collect the unpaid balances due on stock, it was declared that 


he was not the proper person to collect a statutory liability imposed 
upon the directors for misconduct in office. With reference to the 
statutory liability the court said: ‘* The creditor is not obliged to ex- 
haust that remedy; nor has the corporation or the trustee in bank- 
ruptcy any righttopursueit. Itisnotan assetofthe corporation, but 
security for the creditors, who may follow it or not at their pleasure, 
with all other securities till they are paid in full.” 


COMMERCIAL NATIONAL BANK, CHICAGO, ORGANIZING 
TRUST COMPANY. 

The Commercial National Bank, Chicago, has increased its capital stock 
$1,000,000. The stock will be offered to its shareholders of record April 2, at $220 
per share, thus increasing its capital from $7,000,000 to $8,oco,oco and providing 
$1,000,000 capital and $200,000 surplus for the Commercial Trust and Savings Com- 
pany. The stock of the Trust Company will be held by the officers of the Commer- 
cial National as trustees for the stockholders and the Trust Company will be an ad- 
junct of the bank. The Commercial Trust and Savings Company will begin busi- 
ness in April. W. Irving Osborne has been chosen president and he has also 
been elected a director of the Commercial National Bank. The organization of the 
Commercial Trust and Savings Company was forecasted in the BANKING Law 
JOURNAL for August, 1909. 
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DATES OF 1910 CONVENTIONS. 

Name. Place. Date. 
American Bankers’ Association... . October 3-7. 
Alabama IN io sakes caeds saions May 13, 14. 
Arkansas SS April 26, 27. 
California SE activa wa icialkcaa housed May 12, 14. 
Colorado Grand Junction . .September. 
Georgia Atlanta 
NE eee aie wea ee ea Oe 


May 26, 27 
Massachusetts..... ' ere Terrie. 
Minnesota... June 22, 
May 18, 
New York Cooperstown July 14, 
North Carolina Wilmington 
North Dakota. ....... Walley City 
Columbus 
Oklahoma Peete 
Pennsylvania BOGIOTG SOTINSS.. . ... 6.5000 cecce } 
South Dakota... Yankton 
Chattanooga 
dg ee ee re ee 
Virginia Fortress Monroe 
Washington Hoquiam and Aberdeen........ 
ND (15 diwihrasi-w sian ew.ase Caicex so La Crosse 


BOOK REVIEWS. 
PAINE’S BANKING LAWS. 

Matthew Bender & Company have brought out a sixth edition of Paine’s Bank- 
ing Laws of the State of New York relating to Banks, Banking, Trust Companies, 
Loan, Mortgage and Safe Deposit Corporations. The book is brought down to 
date, 1910, and contains the full text of the statutes comprising the Banking Law, 
and the Stock Corporation Law of New York, the consolidated laws cf 1909, the 
Constitutional and Pena! Law Provisions affecting New York banks and bankers, 
and the National Bank Act as amended, and cognate United States Statutes all of 
which laws are completely annotated. In addition toan interesting historical sketch 
of the banking methods of the State of New York, the General Corporation Law, in- 
cluding the Tax Law, in so far as it directly relates to corporations formed under 
the Banking Law, and the Negotiable Instruments Law are given. It is a book 
which has long been familiar to bankers and attorneys and will no doubt receive 


the appreciation it well deserves. 


FIFTEENTH ANNUAL REPORT OF COMMISSIONER OF BANKING OF WISCONSIN. 

The ‘‘ Fifteenth Annual Report of the Commissioner of Banking” of Wisconsin 
shows in that state on November 16, 1909, 470 state banks and 3 savings banks 
with $13,954,150 capital, $6,402,244 surplus and profits, and resources of $140,155,- 
455. Atthe same date in 18y5 there were 125 state banks, 107 private banks and 1 
savings bank with $7,918,065 capital, $2,781,856 surplus and profits, and resources 
of $43.334.012. There are eleven trust companies in the state with $2,310,000 capi- 
tal, $247, foo surplus and $11,800,037 resources. 





BANK MERGER. 


THE NATIONAL CITY BANK OF CHICAGO ABSORBS THE 
HAMILTON NATIONAL BANK. 


The latest combination of banking resources in Chicago is the result of a direct 
purchase by the National City Bank of the Hamilton National Bank's total assets, 
which means that the National City will assume all liabilities of the Hamilton. The 
purchase was brought about by D. R. Forgan, president of the National City who, 
with the directors of both institutions, believed that the interests of the community 
could best be served by one institution with resources of over $25,000,000. The 
transfer was made on February 22. Charles B. Pike, president of the Hamilton was 
made a vice-president of the National City, and W. T. Perkins, Henry Meyer and 
W. N. Jarnagan, were made assistant cashiers. 

The deposits of the National City on January 31 were $14,708,586, surplus and 
profits $517,476, and capital $1,500,000, and the deposits of the Hamilton on the 
same date were $7,635,949, surplus and profits $145,105, capital $500,000. This 
shows the deposits of both institutions at that time of $21,344,535. But on Febru- 
ary 23, after the purchase and transfer, the deposits were considerably more. The 


capital of the National City will remain as it has been $1,500,000 for the present. 
It is understood that the National City has leased the building at the corner of 
Monroe and Dearborn Streets, formerly occupied by the Commercial National Bank, 


and will remodel it and make a modern, convenient banking room. 


THE CENTRAL NATIONAL BANK, CLEVELAND. 
TWENTY YEARS OF SUCCESSFUL BANKING. 

The Central National Bank of Cleveland has completed twenty years of success- 
ful banking, and its charter has been extended for twenty years. A capital of 8500, 
000 was contemplated when it was organized, but the demand for the stock made it 
necessary to change it to S800,000. The Central has a well earned reputation for 
conservatism. It has always been a bank of discount and deposit, and has never 
participated in underwritings or promotions. Its funds have been used wisely to fos- 
ter and develop the industrial and mercantile interests of Cleveland, and the success 
of many of the representative ones may be attributed to this. It has enjoyed the con- 
tidence and support of the general public sifice its organization, and today it ranks 
as one of the strong and reliable banks both in Cleveland and the county at large. 
Semi-annual dividends have been paid continuously Since its organization, and a sur- 
plus of $700,000 accumulated. It has deposits of $8,134,258 and resources of $10,- 
879,802. The present capital is $1,000,000. The officers are: J. J. Sullivan, presi- 
dent; E. W. Oglebay, vice-president; L. J. Cameron, cashier; J. C. McHannan, 
assistant cashier. Messrs. Sullivan, Oglebay and Cameron have been identified with 
the bank from its inception. 


MONEY ORDER INCREASE. 
A recent statement made by the postmaster of New York, Edward M. Morgan, shows 
an increase of 10.47 per cent. in the money order business of the city for 1909. Trans- 


actions for the year numbered 11,916,517, and the money represented by them 
amounted to $465, 469,449. In 1908 the number of transactions was 10,786,627 and 
their value was $420,342,260. 
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DAVIDSON & ROBINSON, 
27 Wititam STREET, NEW York. 

Under the above firm name a co-partnership has been established in New York 
for the following purposes: 

To examine, reorganize and refinance the affairs of business houses or personal in 
terests in need of expert financial advice and assistance ; 

To make analyses of new propositions and verify financial statements along pra 
tical lines not now covered by mercantile agency reports or public accountants: 

To investigate the personnel, physical and financial condition of business houses 
desiring loans or an extension of existing loans, particularly in cases regarded as doubt- 
ful; 

To represent financial interests in confidential capacities as agents, trustees or as 
directors in corporations where such interests are of a temporary character. 

To conduct receiverships along constructive lines by conserving assets and effect 
ing resumptions where possible. 

These two gentlemen, Harold A. Davidson and Charles L. Robinson, have been 
long and favorably known in the banking world. Mr. Davidson was formerly secre 
tary of the Home Trust Company, president of the Lafayette Trust Company and 
special deputy superintendent of banks in New York. Mr. Robinson was formerly 
cashier of the Western National Bank, assistant cashier of the National Bank of Com 
merce and vice-president of the Guardian Trust Company. Thus, with a practical 
experience of over twenty-five years as officers of well know financial institutions in 
New York, Messrs. Davidson and Robinson are thoroughly familiar with the finan 
cial requirements of commercial and industrial houses, and are both qualified and capa 
ble of rendering expert financial advice and assistance to business houses who are worthy 
of credit and have not the facility of placing their affairs in satisfactory shape for con 


sideration. 
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NILES O. WERNER. 

Niles O. Werner, president of the Scandinavian-American National Bank, Min- 
neapolis, died February 24. Mr. Werner became cashier of the Swedish-American 
Bank when organized in 1888, and its president in 1894; he affected the several capi- 
tal increases from $100,000 to $500,000 and the nationalizing of the bank. Mr. 
Werner retired when this institution was absorbed by the Northwestern National, 
and spent some time in European travel. He accepted the presidency of the Scan- 
dinavian-American in May, 1909; he brought about the absorption by this institu- 
tion of the People’s Bank and the increase of capital stock from $250,000 to $500,- 
ooo. Mr. Werner had important commercial connections in addition to his finan- 
cial interests, and he was prominent in civic affairs. He was born in Sweden in 1848, 
and in early life he practiced law, having studied law in the office of James S. Eckles. 


RUFUS J. LACKLAND. 

Rufus J. Lackland, president of the Boatman’s Bank, St. Louis, died February 
28. Mr. Lackland was ninety years of age and had been president of the Boatman’s 
Bank for forty years. He was born in Maryland, his family removing to St. Louis 
when he was eighteen years old, and he became clerk on a river Doat; he later went 
into business, the firm being R. J. Lackland and Company, which he continued un- 
til the organization of the American Sugar Refining Company. He was noted for 
his ability to judge human nature and as a banker he relied largely upon his judg- 


ment. 














WILLIAM A. NASH 





WILLIAM A. NASH. 


On another page in this issue we print an article from the pen of William A. Nash, 

esident of the Corn Exchange Bank of New York, on ‘‘ Credit and Currency for 

n Emergency.” In this article Mr. Nash plainly sets forth his views on the defects 

of our currency system, and points out a remedy therefor. Coming from an astute 

banker like Mr. Nash, the article cannot fail to attract the attention of all thinkers 

interested in the nation’s finances, whether they agree with him as to the practica- 
bility of the plan or not. 

Mr. Nash belongs to the old school of New York bankers. He has long been 
recognized as one of the soundest and most conservative of men in his class. His 
banking career covers a period of fifty-five years, and nearly all of that time in the 
Corn Exchange Bank, and for twenty-seven years its executive head, a record with but 
few, if any parallels in the history of the banking business in this country. 

Personally, Mr. Nash’s acquaintance does not extend as far as many other bank- 
ers in the country, but by reputation he is so favorably known to the greater per cent. 
of them, that many feei that they know him in person. 

The bank he has so successfully built up is an institution that is worthy of his 
name, and will long stand as a monument to his integrity and ability as a banker. 

The Corn Exchange Bank has always been operated under a state charter, and 
has been conducted upon strictly independent lines, never having been connected 
with any other banking interests. 

A few years ago when the New York State Banking Law was amended so as to 
permit banks to operate branches within the state, Mr. Nash began the establish- 
ing of branches of the Corn Exchange Bank, but he never deemed it expedient to es- 


tablish a branch beyond the boundaries of greater New York. To prove the efficacy 


of the law and its successful working, when conducted upon proper lines, is but to 
see the twenty-four prosperous branches now being operated in the various parts of 
the city of New York under the management of this one parent institution. 

Should the parent institution feel that one of the branches required a special ex- 
amination, an accountant is taken from another branch and sent to make the exami- 
nation, and simultaneously another cari be taken from still another branch when con 
sidered necessary, and do likewise with the branch the first accountant was taken 
from. Thus, each branch is kept free from any kind of a dangerous possibility. 

Mr. Nash’s success with the branch institutions has clearly demonstrated the 
feasibility of a branch banking system, and in a manner responsible for his name be- 
ing so prominently before the banking fraternity of the country. He has served for 
many years in the various official capacities of the New York Clearing House Associa- 
tion, president and chairman of the different committees, and today is regarded as 
nestor of that body. His retiring disposition, democratic nature and unostentatious 
manner has won for him hosts of friends in and out of banking circles. 

The Corn Exchange has deposits of $55,000,000, and capital and surplus of 
*8,000,000. Its officers are William A. Nash, president; Walter E. Frew, vice-presi- 
dent, J. P. Dunning, vice-president; Frederick T. Martin, cashier; Wm. E. Will- 
iams, assistant cashier; Wm. H. Ketchum, assistant cashier; Thomas Nash, assistant 
cashier. 
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THE GARFIELD NATIONAL BANK. 


We present a view of the new home of the Garfield National Bank, located 
the corner of 23rd Street and intersection of Fifth Avenue and Broadway. It is t 
heart of the great retail district of New York, and one of the busiest sections in N, 
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GARFIELD NATIONAL BANK’S NEW HOME, TWENTY-THIRD STREET, FIFTH AVENUE AND BROADWAY. 


York. The Garfield’s new rooms are as complete and modern as any banking quart- 
ers in New York. The bank is one of New York’s substantial commercial banks 
with a capital of $1,000,000 and surplus of $1,000,000. The officers are: Ruel W. 
Poor, president; James McCutcheon, vice-president; William L. Douglass, cashier; 
Arthur W. Snow, assistant cashier. 





WHAT A BANKER OUGHT TO BE. 


HOW A BANK MAY BUILD UP ITS DEPOSITS. 
BY C. H. HUTTIG, PRESIDENT THIRD NATIONAL BANK OF ST. LOUIS. 

C. H. Huttig, president of the Third National Bank, St. Louis, 
recently delivered an address before the Lumbermen’s Club of that 
city on ‘‘How a Bank May Build Up Its Deposits.” It is interesting 
throughout and the excellent points it contains make it valuable 
reading for every banker and every young man who aspires to be- 
come a banker. The address has been reproduced in booklet form 
for distribution upon request. We give below Mr. Huttig’s terse 
summary of what a banker ought to be: 

‘‘In order that the bank may build up its deposits, it is necessary that the institu- 
tion’s management be made up of honest and competent men; that they have an apti- 
tude for their respective positions; that they combine the qualities of the good mer- 
chant with those of the lawyer and politician; that they be kind and considerate in 
their dealings with their customers, giving an attentive ear to the applicants for cred- 
it, as well as to the complainant of ill-treatment. A thorough knowledge of the busi- 
ness in hand, coupled with promptness and decision in treating with customers’ appli- 
cations for loans, count for much. The banker must be a student of political econ- 
omy, and must be able to apply its principles to his business in such a manner as to 
utilize the experience of the past in his analysis of present conditions, and what it 
portends for the future. A good banker appreciates his relations to the business com- 
munity and must be more than the receiver and lender of money. In times of panic 
and distress, he must come to the aid of deserving customers, and prevent the failure 
of any solvent ones. He should be identified with those things that tend to the up- 
building, physically, morally and intellectually, of his community, and he should, to 
a reasonable extent, enter the social life of the city in which he resides. In brief, a 
composite picture of a successful banker would show a combination of moral worth, 
intellectuality, financial and commercial ability, integrity, amiability, tactfulness, 
cordiality, patience and unfailing courtesy.” 
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POSTAL SAVINGS BILL POLITICAL, NOT ECONOMIC. 


CHARLES E. SPRAGUE’S CAUSTIC CRITICISMS. 


Charles E. Sprague, president of the Union Dime Savings Bank, New York, in 
a recent address, said, in part, as follows: 

‘* The framers of the postal savings bank bill have evidently given greater con- 
sideration to its political than its economic influence. Indeed, they have shown an 
amazing ignorance of even the A B Cs of banking. Its chief advocate, former Post- 
master-General George Von L. Meyer, when asked last year by a Congressional com- 
mittee how a man who had deposited his money in one town could withdraw it from 
the post office in another, replied, ‘Why, that’s easy; he would simply have to 
present his passbook.’ There is not a savings bank in the world that pays out mon- 
ey on the unsupported testimony of a passbook. 

‘+ Politicians are inclined to sneer at the protests of bankers, attributing our 
opposition to selfish motives, but we are primarily concerned in safeguarding the 





284 THE BANKING LAW JOURNAL. 


principle of keeping savings deposits out of business risks. Savings deposits are 


essentially different from those of a commercial character, a fact which is now recog- 
nized wherever the former are properly safeguarded. But the postal savings bank 
bill, as it passed the Senate, destroys the entire principle of segregation, and its in 
fluence upon State legislation is bound to be baneful. 

‘* The postal savings bank funds are to be turned over to the local commercial 
banks, over many of which the Government exercises no control, to participate in all 


sorts of business risks.” 


THE MERCHANTS NATIONAL BANK OF NEW YORK. 


When a bank has a record of having paid 213 consecutive semi-annual dividends 
it is abundant proof that it has always been conducted upon sound banking princi 
ples. This record belongs to the Merchants National Bank of New York. This 
215th dividend was paid to its stockholders in January last, and it is without an 
equal in the history of banking in this country. 

The same sound principles are observed today by the present management 
Many people who keep bank accounts have found that banking institutions of mod- 
erate size are doubly satisfactory to deal with. At no time in an institution of this 
kind is the small customer refused an interview with the executive management when 
he feels that it is to his interest to talk with them. 

The Merchants National Bank in its last report to the Comptroller on January 


curities $3,825,000, due from banks $1,689,000, exchanges for Clearing House 
$7,579,040, cash 35,243,254, surplus and profits $1,708,905. The capital is $2,000, 
000. The officers are: Robert M. Gallaway, president; Elbert A. Brinckerhoff, vice 
president; Joseph W. Harriman, vice-president; Joseph Byrne, cashier; Albert 8. 
Cox and Owen E. Paynter, assistant cashiers. 
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THE SO-CALLED ‘SPANISH SWINDLE.” 


The Department of State, at Washington, has received a report from the Ameri 
can Consul-General at Barcelona, Spain, in regard to the band of swindlers operating 
in various towns and cities in Spain, who make a practice of writing to persons in the 
United States respecting the imprisonment of a relative and the guardianship of a 
child. 

The Consul-General states that the alleged prisoner generally describes himself 
as a political prisoner from Cuba; he is at the point of death and has but one friend 
—the prison priest—through whose good offices he is enabled to smuggle an occasion- 
al letter out of the prison fort. 

For nearly twenty years these same Knaves have been practicing their swindle, 
and it is needless to suggest that they are very carefully organized; they have con 


federates not only in the United States but in most other countries. 
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AMERICAN BANKERS’ ASSOCIATION, SPRING MEETING. 


The Executive Council of the American Bankers’ Association will hold its annu- 
al spring meeting at Atlantic City, May 2, 3 and 4. The first day will be devoted to 
committee meetings; the second and third to the meetings of the Council. Head- 
quarters will be at the Marlborough-Blenheim Hotel. 





LOS ANGELES. 
THE CONVENTION CITY, 1910. 


he 1910 convention of the American Bankers’ Association will no doubt be one 


of the most important ever held by the Association, and from present indica- 


tions the attendance will equal if not surpass any of the previous meetings. 


SCENES ON CATALINA ISLAND. 
An Island Summer Resort of Los Angeles, noted for its Fishing and Bathing. 
1, TOWARDS SUGAR LOAF, FROM BANNING’s RESIDENCE. 2. AVALON AND BAY. 
3. STAGE ROAD AROUND MOUNTAIN. 


Never was the time so propitious for holding the convention in the beautiful 
city of the ‘‘Golden West,” as the year 1910. The growth of Los Angeles in the past 
decade has been marvelous, in fact it might be termed almost phenominal. In ten 
years its population has increased from about 100,000 to nearly 350,000 or about 
250 per cent. The population according to the U. 8. census of 1880 was 11,000. 
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To-day it ranks among the great cities of the American Continent. It is the commer- 
cial metropolis of that great productive portion of the country that lies southwest of 
the Rocky Mountains. There are more first class hotels aud restaurants in Los Angeles 
and its immediate vicinity than in any other city in the United States of its size. It has 
four transcontinental lines of railroads, comprising the Southern Pacific, by way of 
El Paso and New Orleans, the Southern Pacific via the Ogden route, the Atchison, 
Topeka and Santa Fe route, and the San Pedro, Los Angeles and Salt Lake Railroad. 
Besides these there are some eight or nine other lines of railroads centering there. 
The Pacific Coast Steamship Company runs vessels regularly to San Diego and San 
Francisco from Los Angeles County ports. It is safe to say that no city in the 
United States is surrounded by more attractive points of interest than Los Angeles. 
Nature and the ingenuity of man has worked wonders for Southern California and its 
climate is the most delightful in the world. Among the.principal points of interest 
are Catalina Island, Mt. Lowe, the Orange groves of Redlands and Riverside, and 
many others of great interest. The bankers of Los Angeles are making elaborate 
preparations for the coming meeting October 3 to 7. The programme of enter- 
tainment will probably surpass that given the delegates and visitors at any former 
convention. The various committees have been appointed, each committee to be un- 
der the supervision of the executive committee. The following prominent bankers 
are chairmen of their respective committees: W. H. Holiday, chairman executive 
committee, president Los Angeles Clearing House Association and president Merch- 
ants’ National Bank. Stoddard Jess, vice-president First National Bank, reception 
and ball; J. A. Graves, vice-president Farmers’ and Merchants’ National Bank, and 
Southern Trust Company, dinner to executive council; J. F. Sartori, president Se- 
curity Savings Bank, finance and theatres; Meredith P. Snyder, president California 
Savings Bank, clubs and invitations; J. E. Fishburn, president National Bank of 
California, hotels; Willis Booth, vice-president Equitable Savings Bank, excursions; 
James D. Bradford, vice-president German-American Savings Bank, bureau of in- 
formation; William W. Woods, cashier Citizens’ National Bank, bureau of publicity: 
J. B. Gist, manager Los Angeles Clearing House Association, and cashier Central 
National Bank, secretary executive committee. 
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IRVING NATIONAL EXCHANGE BANK TO HAVE NEW HOME. 
Arrangements have been mabe whereby the Irving National Exchange Bank, New 
York, will remove from its present location into handsome and modern equipped quar- 
ters in a new sky-scraper to be erected at the corner of Broadway and Park Place. 
This deal has been put through by Mr. F.W.Woolworth, a Director of the Irving 


National Exchange Bank, whose Company’s executive offices will occupy several floors 
in the new building. 


The management of the Irving National Exchange Bank for the last few years 
has been endeavoring unsuccessfully to secure space in its present location in which to 
properly and comfortably handle its rapidly increasing business. A proper conception 
of this growth and expansion may be had from the fact that the deposits have increased 
in ten years from $1,250,000 to $30,000,000, and that the present capital and surplus 
are over $3,500,000. 

While it will be nearly two years before the building can be completed and the 
move made, yet the arrangement has the advantage of keeping the Irving National 
Exchange Bank close to the location in which it has built up its business, and also 
bring the bank out on Broadway, on one of the most prominent down-town corners. 





BANK AND INVESTMENT ITEMS. 


Several representative cases to test the con- 
stitutionality of the Corporation Tax Law are 
now before the Supreme Court of the United 
States These cases cover the various points 
upon which the constitutionality of the law has 
been attacked. Thecases have been advanced 
that a decision may be handed down prior to 
the time for the payment of the tax, and March 
14th has been fixed by the Court for hearing 
arguments in these suits. 


The Knickerbocker Trust Company, New 
York, has increased its capital stock $1,200,- 
000. This and the previous increase of $800,- 
ooo makes the total capital stock $3,200,000. 
The additional stock will be issued on March 
14, at $300 per share. Of this stock $800,000 
is reserved for holders of B certificates of the 
company, amounting to $2,400,000. These 
certificates were issued for morey paid in by 
the stockholders when the Knickerbocker re- 
sumed business in March, 1908, and are con- 
vertible into capital stock at $3co per share. 
The holders of A certificates will be offered the 
remaining $1,200,000 of new stock at $300 per 
share, in accordance with the plan for the re- 
sumption of business. All of the depositors 
who agreed to the plan for the resumption of 
business have been paid in full, principal and 
interest, and the company is now free to resume 
dividend payments. This increase of stock 
gives the Knickerbocker a surplus of $6,000, 0co. 

The Phenix National Bank of New York 
adopted a custom a few years ago of issuing 
once a year a detailed statement showing the 
condition of its business on the date of the 
first Comptroller's call of the calendar year, 
which generally comes in January. This 
year the date, as is known, was January 31, 
and the bank issued its fifth statement in de- 
tail. In this statement the character and value 


of the bank’s assets is made plain and compre 


hensive. In the loans and discounts it shows 
the amount of demand loans secured by col- 
lateral, stocks and bonds, etc., and how the 
other demand and time loans are secured. It 
shows that it has no loans secured by real es- 


tate mortgages. It shows an average reserve 


for the last thirty days of 28 per cent., and it 
shows the amount of bonds and securities as 
carried on the books to be $365,904, and the 
estimated market value of same to be $760,200. 
April 22, 1905, when Finis E. Marshall was 
made president, the Phenix had total resources 
of $4,686,915. On January 31, 1910, less’than 
five years after, the total resources were $:6,- 
897,702, an increase of nearly 300 per ceéfit, 
The officers are Finis E. Marshall, president; 
A.M. Bull, vice-president ; B. L. Haskins, cash 
ier; H. C. Hooley, assistant cashier. , 


The Mercantile National Bank of New York 
declared its regular quarterly dividend of one, 
and one-half per cent. March 3, payable April 
1, to stockholders of record. Transfét books 
close March 24; reopen April 2. The progresses 
of the Mercantile under the management’ of ; 
Willis G. Nash, its president, reflects much 
credit upon his ability asa banker. When Mr. 
Nash became president about two years ago. 
the deposits were only about $3,000,000 ; today 
they aggregate $12,000,000, and the surplus 
and profits about $2,600,coo. The capital i§~ 
$3,000,000. y 


The New York State Bankers’ Association 
has decided on Cooperstown for its annual con- 
vention, which will be held July 14, 15, and 
16. Theofficersare: Ledyard Cogswell, presi- 
dent New York State National Bank, Albany, 
president; John A.Kloepfer,vice president Bank 
of Hamburg, treasurer; William J. Henry, 
White Plains, secretary. 


The Schenectady Savings Bank, Schenecta- 
dy, N. Y., makes a detailed statement in con- 
nection with its one hundred and fifty-first 
semi-annual report said to be the most com- 
plete of any bank known. Ittakes up ten pages 
of the Schenectady Gazette. The number and 
balance of every open account is taken off on 
the adding machine. After the printer's proof 
is received this process is repeated both from 
the ledger and the printer’s proof, verifying 
the total number of accounts and the total val- 
ue thereof. The assets are proved in the same 
manner. Each bond is given by name and 
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each mortgage by number. Depositors are 
asked to look for their pass book number ard 
see if the amount opposite it corresponds with 
the amount to their credit as shown in their 
pass books. 

The Massachusetts Bankers’ Convention 
will be held at Pittsfield on dates yet to be 
named, but it is understood, sometimein June. 
Alfred L. Aiken, president Worcester County 
Institution for Savings, Worcester, is president; 
George W. Hyde, assistant cashier First Na- 
tional Bank, Boston, secretary; Frederic C. 
Nichols, treasurer Fitchburg Savings Bank, 
treasurer. 

The National City Bank of Cambridgeport, 
Mass., has been closed because of a shortage 
of $144,000 in the individual deposits as a con 
sequence of the defalcations of a defaulting 
bookkeeper who has absconded. 
Bankers’ 


The Pennsylvania Association 


has decided upon Bedford Springs for its 


annual convention to be held September 6, 7. 
The o‘ficers of the association are R.E. James, 
president Easton Trust Company, president; 
D. S. Kloss,cashier First National Tyrone, sec- 
retary; Robert J.Stoney, Jr., Pittsburg treasurer. 

The Trenton Banking Company of Trenton, 
N.J., gives the history of its one hundred years 
of prosperity and usefulness in a well arranged 
book. Its contents embrace much that is 
quaint as well as interesting. Likenesses of 
the representative men who have presided over 
its affairs from Isaac Smith the first presi- 
dent to John A. Campbel! who is now its presi- 
dent are shown; many of the plates are fine ex- 
amples of the engravers art. _ 

Fortress Monroe has been selected for the 
convention of the Virginia Bankers’ Associa- 
tion which wiil be held June 9-11. Henry A. 
Walker, cashier National Valley Bank, Staun- 
ton is president; N. P. Gatling, Lynchburg, 
secretary; Julian Hill, assistant cashier State 
National Bank, Richmond, treasurer. 


The North Carolina Bankers’ Association 
will hold its annual convention at Wrightsville 
Beach, Wilmington, June 22-24. John O. 
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Ellington, vice-president Fourth National lank, 
Fayetteville, is president and William A. liunt, 
cashier Citizens Bank, Henderson, is sec 


etary 
and treasurer. 


Aiken is the place,and April 7 tog is the time 
for the South Carolina Bankers’ Association to 
hold its next convention. The principal ad- 
dresses will be delivered by William A. Law, 
president, Merchants National Bank, Vhila- 
delphia, and Prof. A. Piatt Andrew, director, 
U. S. Mint, Washington. Giles L. Wilson, 
State Bank Examiner, is secretary and treas- 
urer, and D. D. McColl, president of the Bank 
of Marlboro, Bennettsville, is president. 

Atlanta has been selected for the next an- 
nual convention of the Georgia Bankers’ Con- 
vention, as reported by the secretary L., P., 
Hillyer, who is vice-president of the American 
National Bank, Macon. The other officers are 
president, E. D. Walter, cashier National Bank 
of Brunswick; treasurer, E. C. Smith, cashier 
Griffin Banking Co. Senator Nelson W. Aldrich 
will deliver an address. The date has not been 
fixed, but will be in May or June. The Georgia 
Association has between 500 and 600 members 
and a large attendance is expected. 


The annual convention of the Alabama 
Bankers’ Association is slated for Birmingham, 
May 13 and 14 McLane Tilton, Jr., cashier 
of the Bank of St. Clair County, Pell City, is 
the secretary and treasurer, and the president 
is H. L. McElderry, president Talladega Na- 
tional Bank. 


The Southern Bankers’ Association was or- 
ganized at Tampa, Fla., February 24. Sigo 
Myers, president. of the National Bank of 
Savannah, Ga., was chosen as the first presi- 
dent, and Lawrence B. Kemp, secretary. An 
address was delivered by Congressman Edward 
B. Vreeland. 

The annual convention of the Tennessee 
Bankers’ Association will be held at Chat- 
tanooga, May 24 and 25. Several addresses by 
men of national prominence and a prize paper 
on ‘“‘ Tennessee Banking Laws and Needed Re- 
forms " are among the features. The officers 
are: E. G. Oates, vice-president Mechanics 
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Bank and Trust Company, Knoxville, presi- 
dent; Tate L. Earnest, cashier Unaka Nation- 
ai Bank, Johnson City, treasurer; F. M. May- 
field, Cleveland, secretary. Mr. Mayfield suc- 
ceeds John J. Heflin who resigned to accept the 
management of a department of the First Sav- 
ings Bank and Trust Company, Nashville. 


The Marine National Bank, Buffalo, has 
increased its capital stock from $1,500,0co to 
The increase has been earned 
since August, 1906, and goes to the stockhold- 
ers asa dividend of 33144%. The Marine has 
a surplus of $1,000,000 and undivided profits 
of about $100,000 after the above distribution. 


$2,000,009, 


The Union National Bank of Cleveland in- 
creased its deposits between November 16,19¢9, 
and January 31, 1910, over $869,276. At the 
latter date its deposits were $12,237,783, loans 
and discounts $9,073.351, U.S. bonds $851,000, 
other bonds and stocks $636,800, cash and ex- 
change $5,044,031, surplus and profits $920, 202. 
Its capital stock is $1,600,000. 


Columbus has been chosen for the con- 
vention of the Ohio Bankers’ Association and 
it will be held June 8,9. The association officers 
are: W. F. Hoffman, president Commercial 
Bank, Columbus, president; S. B. 
Rankin, president Bank of South Charleston, 
secretary; Fay Baldwin, vice-president High- 
land County Bank, Greenfield, treasurer. 


National 


The Continental National Bank, Chicago, 
has increased its deposits since January 31st 
over $9,500,000, and the total deposits are now 


more than $100,000,000. Its deposits June 23, 
1909 were $76,480,076, At this rate of increase 
the Continental will soon have the largest de- 
posits of any bank in Chicago and take rank as 
fourth among the eight banks of the country 
with deposits of over $100,000,000. 


Ralph Van Vechten, vice-president of the 
Commercial National Bank, Chicago, has been 
elected chairman of the board of directors of 


the Drexel State Bank and Robert Jones, presi- 
dent. 


The Illinois Bankers’ Association will hold 
its annual convention at Cairo but the time for 


289 


holding it has not been decided upon. The 
officers of the association are: Oscar G. Fore- 
man, vice president Foreman Brothers Bank- 
ing Company, Chicago, president; R.L. Cramp- 
ton, The Rookery, Chicago, secretary; Daniel 
Crabb, cashier, Tazewell County National Bank, 
Delavan, treasurer. 

Edward M. Lacey, son of Edward S. Lacey, 
chairman of the board of directors of the Com- 
mercial National Bank, Chicago, died February 
4. Mr. Lacey was twenty-eight years of age. 
He graduated from Yale University in 1904, and 
at the time of his death was assistant cashier 
in the Commercial National Bank. 


The Wisconsin Bankers’ Association has se- 
lected La Crosse for its convention of Ig1o. 
The dates though not definitely decided upon 
will be about the first of August. The presi- 
dent of the association is E. M. Wing, cashier 
Batavian National Bank, La Crosse; secretary, 
Geo. D. Bartlett, Milwaukee; treasurer, B. W. 
Davis, cashier National Bank of Waupun. 


St. Paul has been selected by the Minnesota 
Bankers’ Association for its annual conven- 
tion which will be held June 22 and 23. The 
president is W. I. Prince, cashier City National 
Bank, Duluth; secretary, Charles R. Frost, 
Minneapolis; treasurer, L. Whitmore, cashier 
First National Bank, Wabasha. 


F. A. Chamberlain, president of the Security 
National Bank, Minneapolis, was elected presi- 
dent of the Minneapolis Clearing House Asso- 
ciation at its annual meeting. E. W. Decker, 
vice-president of the Northwestern National 
Bank was elected vice-president, and Perry 
Harrison, vice-president of the Security Na- 
tional Bank, re elected manager. 


The lowa Bankers’ Association will hold its 
annual convention at Des Moines on days in 
June to be designated later. It is said address- 
es will be delivered by Leslie M. Shaw and 
James J. Hill among others. L. E. Stevens, 
cashier Ottumwa National Bank, is president ; 
J. M. Dinwiddie, cashier Cedar Rapids Savings 
Bank, secretary; I. M. Sproul, vice-president 
Citizens’ Savings Bank, Washington, treasurer. 
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St. Louis will entertain the Missouri Bank- 
ers’ Association upon the occasion of their 
twentieth annual convention which will be 
held May 18 and 19. Headquarters will be at 
the Southern Hotel and reservations for rooms 
may be made through E. B. Clare-Avery, chair- 
man of the reception committee,or direct. The 
Association will have a special train to the 
American Bankers’ Convention at Los An- 
geles, October 3-7. J. P. Hinton, cashier 
Hannibal National Bank is president; W. F. 
Keyser, Sedalia, is secretary; and A. H Waite, 
president Joplin National Bank is treasurer. 

The Kansas Bankers’ Association has chos- 
en Topeka for its annual convention which 
is to be held May 26 and 27. P. W. Goebel, 
president of the Commercial National Bank, 
Kansas City, is president; W. W. Bowman, 
Topeka, secretary, and L, S. Naftzger, treasu- 
rer. 


The German National Bank of Little Rock, 
Ark., has made the following changes: E. T. 
Reaves, formerly assistant cashier was ad- 


vanced to the position of cashier, succeeding 
Oscar Davis resigned, and R. H. Thompson 
was made assistant cashier. 


The Arkansas Bankers’ Association has 
chosen Fort Smith for its annual conven- 
tion which will be held April 26 and 27. The 
president of the association is T. C. McRae, 
president of the Bank of Prescott; secretary, 
Robert E. Wait, president of the Citizens In- 
vestment and Security Co., Little Rock; treas- 
urer, James E. Parr, cashier First National 
Bank, Jonesboro. 


The Texas Bankers’ Association has chosen 
E] Paso for the annual convention to be held 
May 1oand it. The officers are O. E. Dun- 
lap, president Citizens’ National Bank, Waxa- 
hachie, president; J. W. Hoopes, vice-presi- 
dent, Austin National Bank, secretary; and 
T. W. Slack, cashier, First National Bank, 
Forth Worth, treasurer. 


McAlester has been decided upon for the 
annual convention of the Oklahoma Bankers’ 
Association. It will be held in June on dates 
yet to be fixed. The president is L. A. Wil- 
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son, president of the First National Bank, | 
Reno; treasurer, J. D. Wade, cashier Dunca: 
National Bank; and secretary, W. S. Guthrie 
cashier Farmers’ State Bank, Oklahoma City. 


The Colorado Bankers’ Association has 
selected Grand Junction for its annual con- 
vention tobe held at dates in September not 
as yet decided upon. C. C. Parks, cashier 
First National Bank, Glenwood Springs, is 
president and Guy L. V. Emerson, cashier 
Silverton Nationa] Bank, secretary and treas- 
urer. 


The American National Bank of San Fran- 
cisco in its financial letter of February 25, 
says: 

“In California, and on the Pacific coast 
generally, the outlook is excellent for a favor- 
able year. Witha few good rains in the spring, 
at proper times, conditions in the great valley 
of California should lack nothing necessary to 
the production of bumper crops. The output 
of past seasons, whether of grain, dried fruits, 
or canned fruits, is more nearly cleaned up than 
usual at this time of the year, and the market- 
ing of the new crops will not be hampered seri- 
ously by large hold-overs, as in some former 
years. * * 

‘‘The national banks of San Francisco, in 
their reports to the comptroller of the currency 
under date of January 31, showed individual 
deposits of $51,046,000, a gain of ten and one- 
half millions over the figures of February 5, 
1909. * * 

‘The conversion of two of the largest 
State banks in San Francisco to the nationa} 
system during the current month again draws 
attention to the marked tendency of banking 
institutions in this State to become identified 
with the national class. During 1909, twenty- 
seven national banks received charters in Cali- 
fornia, of which nearly half were conversions 
from State banks. While the reasons for this 
movement vary with the different banks, the 
two main causes seem to be dissatisfaction 
with provisions of the State banking law and 
desire for the privilege of issuing circulating 
notes. Just what effect this tendency, if con- 
tinued, will have upon the revenues of the 
State banking department remains to be seen.” 
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the California Bankers’ Association will 
hold itsannual convention at Riverside, May 
12 and 14. H.S. Fletcher, president of the 
Bank of Watsonville, is president; James J. 
Fagan, vice-president of the Crocker National 
Bank, San Francisco, is treasurer; and R. M. 
Welch, assistant cashier San Francisco Sav- 
igs Union, is secretary. 


Los Angeles,Cal.,banks and bankers are keen- 
ly interested in the bill introduced in the Senate 
by Senator Flint for the establishment of a Sub- 
Treasury and assay office in that enterprising 


city. The construction of a building for these 
and the custom offices to cost $1,000,000 is al- 
so provided for. A Sub-Treasury located at 
Los Angeles would serve an extensive and fast- 
growing territory and would prove of great im- 
portance to its financial interests. The bill is 
expected to pass both theSenate and House of 
Representatives at this session. 


The Washington Bankers’ Association will 
hold its annual convention at the twin cities of 
Grays Harbor, Hoquiam and Aberdeen, July 21- 
23. The sessions of the convention will be 
held alternately inthe two cities. The bankers 
ofthe State are much interested in the develop- 
ment of the southwestern portion, and this, the 
first convention held in that section, will there- 
fore be well attended. Arthur F. Albertscn, 
vice-president National Bank of Commerce, Ta- 
coma, is president; P. C. Kauffman, vice-presi- 
dent Fidelity Trust Co., Tacoma, is secretary, 
and Charles A. McLean, cashier Traders Nat. 
Bank, Spokane, is treasurer. 


The North Dakota Bankers’ Association will 
hold its annual convention at Valley City in July. 
The dates are yet to be named. R.C. Kittel, 
president First National Bank, Casselton, is 
president; W. C. Macfadden, cashier Commer- 
cial Bank, Fargo, secretary; W. H. Schulze 
cashier Northern State Bank, Grand Forks, 
treasurer. 


Yankton has been selected for the annual con- 
vention of the South Dakota Bankers’ Associa- 
tion, and it will beheld June 8,9 and 10. The 
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officers are: S. D-ew,pres dent Bank of High- 
more, president; J. A. Pritzkan, cashier German 
American National Bank, Redfield, treasurer; 
J. E. Platt, cashier Security Bank, Clark, secre- 
tary. 


The Burroughs Adding Machine Company, 
Detroit, has issued an attractive and interesting 
booklet entitled ‘‘ A System for Handling Tran- 
sit Items." In itis set forth in clear manner 
an approved method for handling the out-of- 
town itemsin banks, Itis illustrated with sev- 
eral working sheets as they appear in the bank 
so that practical bank men can readily see and 
quickly grasp the ideas. Transit items are divi- 
ded into three classes as follows: 1. The items 
that come in by mail, which go out to other 
banks. 2. The itemsthat are received over the 
counter. 3. The items that are sent by small 
banks in return for collections made, that go 
out to otherbanks. The system greatly abbre- 
viates the detail work, and by using the Bur- 
roughs Machine especially adapted to this 
kind of work, accomplishes it in much less 
time, yet so thoroughly that a record is made 
of every bank and every indorser. It also con- 
tains an address by C. R. McKay, manager of 
transit department ofthe First National Bank, 
Chicago, delivered before the Clearing House 
Section of the American Bankers’ Association 
Convention at Chicago,in which is described in- 
terestingly the old way and the new way. 

Every bank which desires to be imformed 
upon modern methods combining accuracy,econ- 
omy and efficiency in the daily bank routine, 
will find much of value in this booklet. It will 
be mailed free upon request. 


The Union Dime Savings Bank, New 
York, has moved into its new modern banking 
structure at Sixth Avenue and Fortieth Street. 
Its new home is complete in appointments, ele- 
gant in fittings and decorations, and substan- 
tial in construction. The main banking room 
is 98 by 100 and 65 feet high without a column 
or obstruction of any kind. Itis lighted through 
a georgeous glass dome. The Union Dime 
Savings Bank began business in 1859 on Canal 
Street, and moved to Broadway at Thirty-sec- 
ond Street in 1876. 
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COMPARATIVE NEW YORK BANK STATEMENT. 


Phe following table shows the loans and deposits of the associated banks, reported to the New 


York Clearing House for the weeks en ling February 27, 1909, and February 26, 1910, respect 
together with a computation of the Proportionate increase or decrease of deposits for the year: 





BANKS. 


Bank of N. Y. N. B. A.. 
Bank of the Manhattan Co 


Merchants’ National 
Mechanics & Metals Nat.t 


Bank of America 
Phenix National 


Merchants’ Exch. National 
Gallatin National 

Nat. Butchers & Drovers. 
Greenwich 

American Exchange Nat. 
Nat. Bank of Commerce. . 


Market & Fulton Nat..... 


Metropolitan Bank....... 
Corn Exchange 

Importers & Traders’ Nat 
National Park 

East River National 
Fourth National 

Second National 

First National 

Irving National a 


N. Y. Sccaae National... 
German-American 
Chase National 

Fifth Avenue 

German Exchange 
Germania 

Lincoln National 
Garfield National 

Fifth National 

Bank of the Metropolis. . . 
West Side Bank 


Liberty National 

N. Y. Produce Exchange 
State Bank 

Fourteenth Street Bank.. 
Coal & Iron Nat'l Bank 


Totals 


‘Loans and 


Discounts 
Average, 


29, 317,000 
50,861,400 
29,596,700 

7.574,000 

190.4 38,800 

29,407,400 
6,777,500 
9.328,300 
2,226, 300 
6,768, 300 

29,215,900 

169,474,700 

13,067,700 
3.7 56,800 
7,220, 300 
1,952,700 

70,040,400 


273. 100 
237,000 
.57 2,000 
,009,000 
398,900 
26,604,000 
11,231,000 
132,272,300 
19,878,000 
3 048.900 
7,811,800 
.253.800 
78,447,100 
12.953.100 
3-449, 500 
727,500 
16, 340.800 
771,300 
253,900 
191,400 
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Loans ‘and 

Discounts, 

Average, 

1910. 

$ 18,800,000 
33, 100,000 
20, 189,000 
5 3.270,600 


6, 364. 000 
8,224,800 
2,024,000 
7,561,000 
28,676,400 


42,969,600) 


14,277,600 
3-959,200 
7,051,600 
1,978,200 

64,462, 300 

21,113,900 
6.895.300 
8, 369.800 

11,396,800 

42,446,000 

25,474,000 


.234,000) 


»594,200 
24,807,000 
620,000 
5.360, 300 
:790,200 


133,300 
779.600 
4,680,200 
14, 365.400 
7,786,100 
3,296,500 
11,463,000 
4.17 3,000 
18,39 3.000 
17,246, 300 
7,387,900 
13,924,000 
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5-894,800) 


Deposits, 
tAverage, 


$ 
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1909. 
19,038,000 
39,900,000 
21,849,000 
5 3,136,700 
32,846,100 
6.9 10,000 
93,046,000 
28,678,600 
7.039.700 
7+352,400 
2,157,500 
7.761,100 
22,430,900 
56,107,800 
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»997,900 
99.020,000 

1,568,800 
28,439,000 
11,685,000 
33,014,500 
21,276,300 
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3,280,000 
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4.229.800 
87,020, 300 
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3 16,522,000 


38,050,000 
20,901,000 
53,799,000 
25,175,200 
8.386.000 
170,955, 300 
26.5 2 3 .200 
6, 388. 200 
6,321,400 
2,061,200 
3.554.000 
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gi. .494,600 
14,807,400 
3.955.700 
5,373,800 
15,060,700 
7.845.500 
3.585.700 
11,281.400 
4,605,000 
21,096,000 
17,582,300 
8,7¢6,000 
17,263,000 
6,458, 100 
5,728,000 


Per Cent. 
Inc. | 


242,333,400 





+ United States Deposits included, $2,594,700. 


t Consolidation of Mechanics’ National and National Copper Banks. 


* United States Deposits included, $1,655,000. 





